0 

S.  HRG.  103-52 

OVERSIGHT  OF  THE  INTERCITY  BUS  INDUSTRY 


:  SHRer|$5z- 


rar.ARING 

BEFORE  THE 

SUBCOMMITTEE  ON  SURFACE  TRANSPORTATION 

OF  THE 

COMMITTEE  ON  COMMERCE, 

SCIENCE,  AND  TRANSPORTATION 

UNITED  STATES  SENATE 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 


MARCH  11,  1993 


Printed  for  the  use  of  the  Committee  on  Commerce,  Science,  and  Transportation 


^^ 


U.S.   GOVERNMENT  PRINTING  OFFICE 
6S-842cc  WASHINGTON  :  1993 

For  sale  by  the  U.S.  Government  Printing  Office 
Superintendent  of  Documents.  Congressional  Sales  Office.  Washington.  DC  20402 
ISBN   0-16-040879-2 


0 

S.  HRG.  103-^52 

OVERSIGHT  OF  THE  INTERCITY  BUS  INDUSTRY 


\@&fr.  $>Wr)&&~ 


nj^ARING 

BEFORE  THE 

SUBCOMMITTEE  ON  SURFACE  TRANSPORTATION 

OF  THE 

COMMITTEE  ON  COMMERCE, 

SCIENCE,  AND  TRANSPORTATION 

UNITED  STATES  SENATE 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 


MARCH  11,  1993 


Printed  for  the  use  of  the  Committee  on  Commerce,  Science,  and  Transportation 


/ 


*  1  I 


JUL3 °W3 


U.S.   GOVERNMENT  PRINTING  OFFICE 
G5-842cc  WASHINGTON  :  1993 

For  sale  by  Ihe  U.S.  Government  Printing  Office 
Superintendent  of  Documents.  Congressional  Sales  Office.  Washington,  DC  204(12 
ISBN   0-16-040879-2 


COMMITTEE  ON  COMMERCE,  SCIENCE,  AND  TRANSPORTATION 

ERNEST  F.  HOLLINGS,  South  Carolina,  Chairman 

DANIEL  K.  INOUYE,  Hawaii  JOHN  C.  DANFORTH,  Missouri 

WENDELL  H.  FORD,  Kentucky  BOB  PACKWOOD,  Oregon 

J.  JAMES  EXON,  Nebraska  LARRY  PRESSLER,  South  Dakota 

JOHN  D.  ROCKEFELLER  IV,  West  Virginia      TED  STEVENS,  Alaska 
JOHN  F.  KERRY,  Massachusetts  JOHN  MCCAIN,  Arizona 

JOHN  B.  BREAUX,  Louisiana  CONRAD  BURNS,  Montana 

RICHARD  H.  BRYAN,  Nevada  SLADE  GORTON,  Washington 

CHARLES  S.  ROBB,  Virginia  TRENT  LOTT,  Mississippi 

BYRON  L.  DORGAN,  North  Dakota  JUDD  GREGG,  New  Hampshire 

BOB  KRUEGER,  Texas 

KEVIN  G.  CURTIN,  Chief  Counsel  and  Staff  Director 
JONATHAN  Chambers,  Republican  Staff  Director 


Subcommittee  on  Surface  Transportation 

J.  JAMES  EXON,  Nebraska,  Chairman 

JOHN  D.  ROCKEFELLER  IV,  West  Virginia  JOHN  McCAIN,  Arizona 

DANIEL  K.  INOUYE,  Hawaii  BOB  PACKWOOD,  Oregon 

JOHN  B.  BREAUX,  Louisiana  CONRAD  BURNS,  Montana 

CHARLES  S.  ROBB,  Virginia  TRENT  LOTT,  Mississippi 

BYRON  L.  DORGAN,  North  Dakota  JUDD  GREGG,  New  Hampshire 
BOB  KRUEGER,  Texas 

(ID 


CONTENTS 


Page 

Opening  statement  of  Senator  Exon  1 

Opening  statement  of  Senator  Hollings  1 

Prepared  statement  of  Senator  Krueger 86 

List  of  Witnesses 

Anderson,  John  H.,  Jr.,  Associate  Director,  Transportation  Issues,  General 

Accounting  Office  29 

Prepared  statement  32 

Blunt,  Harry  W.,  Jr.,  President,  Concord  Coach  Lines,  Inc  120 

Prepared  statement  122 

Canny,  Joseph  F.,   Deputy  Assistant  Secretary  for  Policy  and  Regulatory 

Affairs,  Department  of  Transportation  24 

Prepared  statement  26 

Evans,  Thomas  W.,  President,  American  Buslines,  Inc.,  Indianapolis,  IN  70 

Prepared  statement  71 

Farris,  Robert  C,  President,  Valley  Transit  Co.,  Inc.,  Harlingen,  TX  87 

Prepared  statement  88 

Halvorson,  Randall  K.,  Director,   Office  of  Transit,  Minnesota  Department 

of  Transportation  61 

Prepared  statement  62 

McDonald,  Hon.  Gail  C,  Acting  Chairman,  Interstate  Commerce  Commission  2 

Prepared  statement  4 

Minge,  David,  Minnesota  State  Representative,  prepared  statement  of  60 

Moul,  Maxine  B.,  Lieutenant  Governor,  State  of  Nebraska  41 

Prepared  statement  43 

Sander,  Elliot  G.,   Deputy  Assistant  Commissioner  for  Transit,  New  York 

State  Department  of  Transportation  46 

Prepared  statement  49 

Schmieder,  Frank  J.,  President  and  CEO,  Greyhound  Line3,  Inc 99 

Prepared  statement  101 

Vogt,  Hon.  Carl  W.,  Chairman,  National  Transportation  Safety  Board  21 

Prepared  statement  22 

Wellstone,  Hon.  Senator  Paul,  U.S.  Senator  from  Minnesota,  prepared  state- 
ment of  60 

Appendix 

Capon,  Ross,  Executive  Director,  National  Association  of  Railroad  Passengers, 

prepared  statement  of 137 

Farris,  Robert  G.,  Harlingen,  TX,  letter  from,  to  Senator  Exon,  dated  March 

12,  1993  144 

Halvorson,  Randy,  Director,  Minnesota  Department  of  Transportation,  letter 

from,  to  Senator  Wellstone,  dated  March  17,  1993  140 

Kenworthy,  William  E.,  Chairman,  Committee  on  Legislation,  letter  from, 

to  Senator  Exon,  dated  March  23,  1993  166 

Mitchell,  Senator,  prepard  statement  of 135 

Moul,  Gov.  Maxine  B.,  letter  from,  to  Senator  Hollings,  dated  April  2,  1993  ....  157 
Putz,  David  G.,  letter  from,  for  Elliot  G.  Sander,  to  Senator  Hollings,  dated 

April  9,  1993  157 

Transportation  Lawyers  Association,  prepared  statement  of  167 

Question  asked  by  Senator  Exon  and  answer  thereto  by: 

Mr.  Anderson,  GAO  145 

Mr.  Canny,  DOT  147 

(Hi) 


IV 

Page 

Questions  asked  by  Senator  Exon  and  answers  thereto  by: 

ICC  154 

Mr.  Blunt,  ABA 146 

Mr.  Evans,  American  Buslines,  Inc  148 

Mr.  Farris,  Valley  Transit  Co.,  Inc 150 

Mr.  Schmieder  160 

Mr.  Vogt,  NTSB  165 


OVERSIGHT  OF  THE  INTERCITY  BUS 

INDUSTRY 


THURSDAY,  MARCH  11,  1993 

U.S.  Senate, 
Subcommittee  on  Surface  Transportation  of  the 
Committee  on  Commerce,  Science,  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:05  a.m.  in  room 
SR-253,  Russell  Senate  Office  Building,  Hon.  J.  James  Exon 
(chairman  of  the  subcommittee)  presiding. 

Staff  members  assigned  to  this  hearing:  Donald  M.  Itzkoff,  staff 
counsel,  and  Sheryl  W.  Washington,  senior  professional  staff  mem- 
ber; and  Gerri  Lynn  Hall,  minority  senior  professional  staff  mem- 
ber. 

OPENING  STATEMENT  OF  SENATOR  EXON 

Senator  Exon.  The  subcommittee  will  please  come  to  order. 

Good  morning.  The  Surface  Transportation  Subcommittee  will 
hold  a  hearing  on  the  oversight  of  intercity  bus  service  in  the  Unit- 
ed States. 

Millions  of  Americans,  particularly  those  living  in  urban  areas 
and  those  unable  to  afford  travel  by  other  modes,  depend  on  regu- 
lar route  intercity  bus  service.  At  a  time  when  we  are  paying  closer 
attention  to  the  Nation's  infrastructure,  intercity  buses  must  re- 
main an  important  and  viable  transportation  alternative. 

Two  years  ago,  I  asked  the  General  Accounting  Office  to  look  into 
the  continued  decline  in  the  availability  of  intercity  bus  service. 
That  report  was  released  last  year  and  will  be  the  subject  of  today's 
hearing. 

The  subcommittee  also  will  review  the  effectiveness  of  the  Bus 
Regulatory  Reform  Act  of  1982,  regulatory  concerns  raised  by  the 
various  carriers,  critical  safety  issues,  and  the  status  of  Federal 
and  State  efforts  to  support  intercity  bus  service,  including  a  re- 
view of  the  section  18  set-aside  program  which  I  supported  during 
the  debate  over  the  Intermodal  Surface  Transportation  Efficiency 
Act  of  1991.  Mr.  Chairman,  your  comments,  please. 

OPENING  STATEMENT  OF  SENATOR  HOLLINGS 

The  Chairman.  Today  the  Commerce  Committee  will  review  re- 
cent developments  in  the  U.S.  intercity  bus  industry.  This  morn- 
ing's hearing  is  particularly  timely,  given  the  increasing  attention 
to  transportation  and  infrastructure  investment  issues  as  part  of 
our  effort  to  improve  the  Nation's  overall  economic  competitiveness. 

(1) 


For  rural  Americans  and  for  those  unable  to  afford  to  travel  by 
train  or  plane,  intercity  bus  service  may  represent  the  only  viable 
common  carrier  transportation  alternative.  For  many  individuals 
without  access  to  a  personal  automobile,  regular-route  intercity 
buses  indeed  may  provide  the  only  means  of  traveling  any  distance. 
It  was  with  concern,  therefore,  that  the  committee  last  year  re- 
ceived a  report  from  the  General  Accounting  Office  indicating  that 
the  availability  of  intercity  bus  service  continues  to  decline. 

The  hearing  today  will  address  the  findings  of  that  report  as  well 
as  a  number  of  other  issues  important  to  the  future  of  the  intercity 
bus  industry  and  transportation  in  general.  In  particular,  the  com- 
mittee will  review  the  effectiveness  of  the  Bus  Regulatory  Reform 
Act  of  1982,  the  existing  level  and  safety  of  intercity  bus  service, 
and  the  nature  of  the  current  competition  in  the  industry.  The 
hearing  also  will  examine  existing  Federal  and  State  efforts  to  sup- 
port intercity  bus  service  and  what  more  might  be  appropriate  to 
ensure  the  service  necessary  to  respond  to  the  transportation  needs 
of  people  all  across  the  country. 

I  am  pleased  to  have  such  a  distinguished  panel  of  witnesses  be- 
fore the  committee  this  morning,  and  I  look  forward  to  hearing 
your  testimony  on  intercity  bus  service  in  the  United  States. 

Thank  you,  Mr.  Chairman. 

Senator  Exon.  Thank  you,  Mr.  Chairman.  We  are  very  pleased 
to  have  with  us  this  morning  the  Acting  Chairman  of  the  Interstate 
Commerce  Commission,  the  Honorable  Gail  C.  McDonald,  along 
with  the  Honorable  Joseph  F.  Canny,  Deputy  Assistant  Secretary 
of  the  Department  of  Transportation  on  behalf  of  the  administra- 
tion. The  Honorable  Chairman  Carl  W.  Vogt  will  present  the  views 
of  the  National  Transportation  Safety  Board,  and  we  will  also  hear 
from  John  H.  Anderson,  Jr.,  Associate  Director  of  the  GAO. 

On  the  first  panel,  I  am  delighted  to  have  with  us  my  friend  and 
colleague,  the  Honorable  Lt.  Gov.  Maxine  Moul  from  the  great 
State  of  Nebraska.  Maxine  will  be  testifying  along  with  representa- 
tives from  two  other  States,  New  York  and  Minnesota. 

On  the  second  panel  are  witnesses  representing  a  number  of 
independent  bus  carriers,  Greyhound  and  the  American  Bus  Asso- 
ciation, who  will  present  the  industry's  perspective. 

The  subcommittee  welcomes  all  of  you,  especially  the  witnesses, 
many  of  whom  have  come  from  far  distances  to  be  with  us  at  this 
hearing  this  morning,  and  we  thank  you  very  much  for  your  efforts 
and  for  being  here.  I  look  forward  to  the  testimony  this  morning. 

So,  I  will  call  first  on  the  Federal  officials.  I  will  ask  them  to 
come  forward  all  at  the  same  time  now,  and  then  we  will  listen  to 
their  testimony:  the  Acting  Chairman  McDonald  of  the  Interstate 
Commercial  Commission,  Chairman  Vogt  on  behalf  of  the  National 
Transportation  Safety  Board,  Deputy  Assistant  Secretary  Canny, 
and  Mr.  Anderson  of  the  General  Accounting  Office. 

Once  again,  welcome  to  all  of  you,  and  Chairman  McDonald,  we 
will  start  with  you  this  morning. 

STATEMENT  OF  HON.  GAIL  C.  McDONALD,  ACTING  CHAIRMAN, 
INTERSTATE  COMMERCE  COMMISSION 

Ms.  McDonald.  Thank  you,  Mr.  Chairman,  and  good  morning. 
It  is  a  particular  pleasure  to  appear  before  you  today  in  my  capac- 


ity  as  Chairman  of  the  ICC.  I  am  honored  that  President  Clinton 
has  asked  me  to  take  on  this  responsibility  on  an  interim  basis.  I 
want  to  submit  my  full  testimony  for  the  record,  Mr.  Chairman. 

Senator  Exon.  Without  objection,  that  will  be  so  ordered. 

Ms.  McDonald.  Thank  you. 

At  this  time,  I  would  like  to — it  is  my  privilege  to  acknowledge 
the  presence  of  two  of  my  colleagues,  Vice  Chairman  Jake  Sim- 
mons, our  longest  serving  Commissioner,  and  Commissioner  Karen 
Phillips,  who  formerly  was  a  member  of  your  excellent  staff. 

When  I  appeared  before  you  for  my  confirmation,  Mr.  Chairman, 
I  committed  myself  to  work  with  my  colleagues  to  make  the  Com- 
mission efficient,  effective,  and  responsive  to  the  needs  of  our  citi- 
zens. I  have  worked  to  keep  that  pledge,  and  I  continue  to  deal 
with  each  case  openly  and  fairly. 

In  the  many  conversations  I  have  had  with  you  and  your  col- 
leagues since  coming  to  the  Commission  2V2  years  ago  I  have  ap- 
preciated your  willingness  to  share  your  perspectives  on  transpor- 
tation issues.  That  dialog  is  valuable,  and  I  am  pleased  it  will  con- 
tinue today  as  we  look  at  the  issues  facing  this  important  industry. 

I  want  to  review  for  you  this  morning  bus  matters  recently  han- 
dled by  the  Commission.  I  will  highlight  the  competitive  issues  in- 
volved and  describe  a  comprehensive  study  that  we  have  just  initi- 
ated. 

In  1988,  under  the  ICC's  merger  authority,  the  Commission  ap- 
proved the  purchase  of  Trailways  by  an  affiliate  of  Greyhound. 
Consequently,  the  assets  of  the  largest  member  of  the  National 
Trailways  Bus  System  were  taken  over  by  its  principal  competitor. 

In  the  5  years  since  the  ICC  approved  Greyhound's  purchase  of 
Trailways,  petitions  to  reopen  the  proceeding  have  been  filed  re- 
questing the  imposition  of  various  conditions.  These  petitions,  filed 
primarily  by  individual  carriers  that  compete  with  Greyhound,  in- 
volve the  competitive  issues  of  terminal  access,  anticompetitive 
fares,  mutual  honoring  of  tickets,  and  information  and  ticket  sales. 

The  Commission  has  also  received  a  number  of  letters  and  con- 
gressional inquiries  identifying  other  areas  of  concern.  For  exam- 
ple, circuitous  routings  during  fiscal  year  1992. 

The  ICC  handled  approximately  250  informal  complaints  against 
all  motor  carrier  passenger  carriers,  most  of  which  involved  failure 
to  provide  scheduled  service  and  service  delays.  The  Commission's 
field  staff  inspected  operations  at  75  terminals  and  conducted  61 
onboard  bus  inspections.  Finally,  in  1992,  GAO  issued  its  excellent 
report  analyzing  the  decline  of  intercity  bus  service. 

As  the  agency  with  expertise  and  long  experience  in  bus  matters, 
we  have  responded  to  continuing  concerns  about  the  health  of  the 
industry  and  availability  of  service.  While  our  case-by-case  man- 
agement of  industry  complaints  may  have  been  adequate  up  to  this 
time,  now  we  need  to  undertake  a  more  comprehensive  examina- 
tion. 

To  accomplish  this,  the  Commission  has  initiated  an  inter- 
disciplinary study  of  the  current  state  of  the  industry.  Our  study 
will  evaluate  the  adequacy  and  availability  of  service,  particularly 
in  rural  areas,  and  certain  carrier  practices. 


By  conducting  this  study,  we  will  be  in  a  position  to  better  assess 
the  performance  and  financial  condition  of  the  industry  as  a  whole. 
The  study  will  enable  us  to  evaluate: 

First,  the  economic  and  financial  implications  of  Greyhound's 
practices  on  the  industry  at  large; 

Second,  whether  Greyhound  s  practices  are  anticompetitive  or 
are  legitimate  responses  to  changing  market  conditions;  and 

Third,  the  impact  of  these  practices  on  the  traveling  public. 

Our  study  is  intended  to  develop  information  on  the  competitive 
issues  of  terminal  access,  interline  fares,  and  scheduling  and  res- 
ervations. It  will  include  site  visits  and  field  work  by  the  Commis- 
sion's staff,  and  to  ensure  full  public  participation,  we  have  issued 
a  notice  requesting  public  comment. 

When  the  study  is  completed,  we  will  be  in  a  better  position  to 
ascertain  what  action,  if  any,  the  Commission  should  take,  and  to 
recommend  to  Congress  legislative  remedies  if  appropriate. 

I  appreciate  the  opportunity  to  testify  on  these  important  mat- 
ters today,  and  will  be  pleased  to  answer  your  questions. 

[The  prepared  statement  of  Ms.  McDonald  follows:] 

Prepared  Statement  of  Gail  C.  McDonald 

Thank  you  for  the  opportunity  to  present  the  Commission's  views  on  issues  of  con- 
cern to  the  Subcommittee  involving  intercity  bus  service.  I  want  to  review  matters 
handled  by  the  Commission  in  recent  years,  highlight  the  competitive  issues  in- 
volved, and  describe  a  comprehensive  study  of  the  intercity  bus  industry  that  the 
Commission  has  just  initiated. 

BACKGROUND 

The  Commission  has  general  jurisdiction  over  the  interstate  transportation  of  pas- 
sengers by  motor  carriers.  49  U.S.C.  10521.  This  includes  the  authority  to  issue  li- 
censes to  operate.  49  U.S.C.  10922.  Since  passage  of  the  Bus  Regulatory  Reform  Act 
of  1982  (Public  Law  97-261),  applicants  have  not  been  required  to  submit  evidence 
of  public  need  for  their  proposed  services,  although  they  must  establish  safety  fit- 
ness and  proof  of  insurance.  Our  jurisdiction  includes  the  authority  to  require  bus 
carriers  to  establish  through  routes  and  joint  rates  as  long  as  the  prescription  is 
not  designed  to  assist  a  participating  carrier  to  meet  its  financial  needs.  49  U.S.C. 
10703(a)(3);  10705(a)  (1)  and  (3).  The  Commission  also  has  regulations  governing 
the  adequacy  of  intercity  motor  common  carrier  passenger  service.  49  CFR  1063. 

The  Commission  also  has  jurisdiction  over  the  merger  of  motor  passenger  carriers. 
49  U.S.C.  11343.  The  standard  for  approving  mergers  is  consistency  with  the  public 
interest.  This  includes  the  authority  to  condition  a  merger  to  ensure  that  the  public 
interest  is  protected. 

Under  this  merger  authority,  the  Commission,  in  1988,  approved  the  purchase  bv 
an  affiliate  of  Greyhound  Lines,  Inc.  (Greyhound),  of  the  operating  assets  of  Trail- 
ways  Lines,  Inc.  (Trailways).1  As  a  consequence  of  the  purchase,  the  assets  of  the 
largest  member  of  the  National  Trailways  Bus  System  (NTBS)  were  taken  over  by 
its  principal  competitor. 

When  it  approved  the  purchase,  the  Commission  found  that  a  single  national  bus 
company  would  not  have  the  ability  to  abuse  its  market  power  through  fare  in- 
creases, since  regular  route  bus  service  represented  a  small,  declining,  and  rel- 
atively unprofitable  share  of  a  broader  and  highly  competitive  market  for  intercity 
passenger  service.  Further,  the  Commission  also  found,  and  the  Department  of  Jus- 
tice concurred,  that  absent  a  purchase  by  Greyhound,  Trailways  would  likely  have 
to  liquidate  its  assets,  resulting  in  the  loss  of  those  assets  to  the  industry.  Thus, 
the  Commission  found  that  for  those  travelers  who  used  Trailways'  services,  and  for 
those  members  of  NTBS  that  depended  on  Trailways  for  interline  connections,  there 
was  really  no  acceptable  alternative  to  Greyhound's  proposed  purchase. 


1See  GL1  Acquisition  Company — Purchase — Trailways  Lines,  Inc.,  et  aL,  4  I.C.C.2d  591 
(1988),  affirmed  by  imprinted  decision  (No.  MC-F-18505)  served  October  6,  1988,  affd  sub 
nom.,  Peter  Pan  Bus  Lines,  Inc.,  et  al.  v.  Interstate  Commerce  Commission,  Nos.  88—1566  and 
88-1567  (D.C.  Cir.  May  8,  1989Xper  curiam).  (Purchase) 


The  independent  NTBS  members  were  not  included  in  the  proposed  purchase. 
Some  of  these  NTBS  members,  along  with  other  independent  bus  companies,  re- 
quested that  the  Commission  impose  certain  conditions  on  the  purchase,  aimed  at 
maintaining  their  existing  role  in  providing  regular  route,  intercity  bus  service.  A 
majority  of  the  Commission  declined  to  impose  conditions,  finding  that  it  would  not 
be  "good  public  policy  to  preserve  unquestioningly  past  operating  patterns,  limiting 
carriers'  flexibility  in  the  presence  of  changing  business  conditions."  Purchase  at 
610.  However,  the  Commission  announced  that  it  would  monitor  "[the  effects  of  the 
purchase)  as  a  part  of  its  continuing  oversight  of  the  bus  industry,"  and  indicated 
its  "willingness  to  take  any  necessary  enforcement  action."  Purchase  at  615. 

After  the  purchase  was  approved,  Greyhound  initially  sought  to  reach  accommo- 
dation with  some  of  the  NTBS  members  that  had  expressed  concern  about  the  ef- 
fects of  unconditional  approval  of  the  purchase.  Consequently,  several  pooling  agree- 
ments between  Greyhound  and  particular  NTBS  members  were  filed  with  the  Com- 
mission and  approved. 

Greyhound  also  initiated  other  measures  during  this  period  that  were  noted  ap- 
provingly by  the  General  Accounting  Office  (GAO)  in  its  recent  study.2  These  in- 
cluded fare  reductions,  increased  advertising,  improved  service,  and  capital  improve- 
ments. Due  to  these  efforts,  Greyhound's  financial  performance  began  to  improve. 
Despite  these  efforts,  however,  Greyhound  filed  for  Chapter  11  bankruptcy  protec- 
tion in  1990.3 

Greyhound  emerged  from  bankruptcy  in  October  1991  under  new  management 
and  recently  reported  its  first  operating  profit  since  reorganization.  However,  Grey- 
hound's financial  position  still  appears  tenuous.  The  GAO  study  noted: 

Greyhound's  success  as  a  reorganized  firm  remains  unproven.  If  Greyhound 
fails,  its  nationwide  network  serving  over  2,700  locations  will  be  affected. 
GAO  Study  at  19.  As  a  result,  Greyhound's  new  management  has  adopted  a  more 
aggressive  posture  with  regard  to  bus  companies  that  offer  directly  competing  serv- 
ices. 

In  the  five  years  since  the  Commission  approved  Greyhound's  purchase  of  Trail- 
ways'  operating  assets,  petitions  to  reopen  the  purchase  proceeding  have  been  filed 
requesting  imposition  of  various  conditions.  Most  of  these  petitions  were  filed  by  in- 
dividual carriers  who  compete  with  Greyhound.  The  Commission  has  addressed 
these  petitions  in  separate  proceedings.  I  have  attached  as  an  appendix  to  my  state- 
ment a  detailed  description  of  those  cases  which  are  closed. 

COMPETITIVE  ISSUES 

The  competitive  issues  involved  in  these  proceedings  fall  into  several  broad  cat- 
egories. 

(1)  Terminal  Access.  Complaints  in  this  area  involve  the  conditions  of  access  by 
independent  carriers  to  bus  terminals  operated  by  Greyhound  and  their  tenancy  in 
those  terminals.  In  the  case  of  Blue  Ridge  Lines  the  issue  was  whether  Blue  Ridge 
could  continue  to  occupy  three  Greyhound  terminals  pending  negotiation  of  a  bus 
terminal  license  agreement  To  assure  adequate  service  to  the  public,  the  Commis- 
sion ordered  temporary  access  for  a  period  of  45  days  to  prevent  Blue  Ridge  from 
being  evicted  before  a  peak  holiday  travel  season. 

A  similar  petition  was  filed  by  Cascade  Trailways  challenging  Greyhound's  re- 
vised license  agreements  for  terminals  in  Portland,  OR,  Sacramento,  CA,  and  Se- 
attle, WA.  The  Commission  ultimately  found  no  basis  to  question  the  compensation 
terms  offered  by  Greyhound,  though  provisional  access  was  ordered.  On  appeal,  the 
Commission  affirmed  that  Greyhound's  terms  did  not  amount  to  anticompetitive  be- 
havior or  appear  so  unreasonable  as  to  require  further  action. 

Another  petition  was  filed  by  40  independent  intercity  bus  companies  when  Grey- 
hound notified  them  that  they  would  have  to  vacate  certain  bus  terminals  or  accept 
new  terminal  agreements  that  they  termed  anticompetitive.  The  petition  was  with- 
drawn when  Greyhound  offered  modified  terms. 

Terminal  conditions  were  also  the  subject  of  a  1992  petition  filed  by  Peter  Pan 
Bus  Lines,  Inc.  Peter  Pan  filed  an  emergency  petition  when  Greyhound  exercised 
its  right  to  terminate  an  agreement  to  sell  Peter  Pan's  tickets  in  the  Port  Authority 


2  U.S.  General  Accounting  Office,  Availability  of  Intercity  Bus  Service  Continues  to  Decline, 
Report  to  the  Chairman,  Surface  Transportation  Subcommittee,  Committee  on  Commerce, 
Science,  and  Transportation,  U.S.  Senate.  GAG7RCED-92-126,  June  1992.  (GAO  Study) 

3  Greyhound's  filing  for  reorganization  followed  a  strike  by  Greyhound's  employees  in  March 
1990.  GAO  noted:  'The  costs  of  dealing  with  the  strike,  and  the  related  reduction  in  revenue, 

f>revented  Greyhound  from  making  lease  payments  due  in  April  1990  and  interest  payments  on 
oans  due  in  May  and  June.  The  firm  filed  for  protection  under  Chapter  11  in  June  1990."  GAO 
Study  at  19. 


Bus  Terminal  in  New  York  City.  The  Commission  declined  to  afford  emergency  re- 
lief after  finding  that  Peter  Pan  had  alternative  facilities  available.  This  petition 
was  ultimately  withdrawn. 

(2)  Anticompetitive  Fares.  Allegations  in  this  area  are  that  Greyhound  was  offer- 
ing noncompensatory  fares  or  refusing  to  allow  competitors  to  participate  in  pro- 
motional fares.  Peter  Pan  filed  a  petition  attacking  Greyhound  fares  on  competitive 
routes  between  New  York,  NY  and  Boston,  MA.  Peter  Pan  alleged  that  the  fares 
were  below  cost-  and  restricted  to  Greyhound  ticket  holders.  Greyhound  defended 
these  incentive  fares,  and  the  petition  was  ultimately  withdrawn. 

American  Coach  Lines  asked  the  Commission  to  impose  conditions  on  special 
Greyhound  fares  that  were  published  to  meet  new  service  introduced  by  American 
between  New  York,  NY,  and  Washington,  DC.  After  taking  evidence  from  both  sides, 
the  Commission  concluded  that  American  was  seeking  protection  from  legitimate 
competition,  which  the  Commission  was  not  empowered  to  afford. 

(3)  Mutual  Honoring  of  Tickets  and  Other  Interline  Service  Restrictions.  Disputes 
in  this  area  involve  Greyhound's  discontinuance  of  the  traditional  industry  practice 
of  honoring  tickets  of  other  bus  companies,  and  Greyhound's  decision  to  restrict  re- 
duced fares  to  traffic  originating  on  Greyhound's  own  lines.  In  late  1991,  a  majority 
of  the  Commission  suspended  and  set  for  investigation  tariff  changes  that  limited 
Greyhound's  acceptance  of  other  carriers'  tickets  and  vice  versa.  A  provision  restrict- 
ing joint  reduced  fares  to  traffic  originating  on  Greyhound's  own  lines  was  included 
in  the  investigation.  When  Greyhound  voluntarily  canceled  these  tariff  changes,  the 
proceedings  were  discontinued. 

A  few  months  later,  a  complaint  was  filed  challenging  five  Greyhound  tariffs  with 
features  allegedly  similar  to  the  previously  suspended-band  canceled  tariffs.  Two 
other  complaints  with  the  same  allegations  were  subsequently  filed;  these  cases  are 
pending. 

(4)  Information  and  Ticket  Sales.  Objections  in  this  area  are  to  Greyhound's  deci- 
sion to  withdraw  from  the  industry  standard  route  and  fare  guide  and  establish  its 
own  computerized  reservation  system.  A  joint  petition  for  rulemaking  was  filed  by 
American  Bus  Association,  United  Bus  Owners  of  America,  and  Independent  Bus 
Companies  Creditors  Committee4  asking  the  Commission  to  adopt  new  regulations 
requiring  all  intercity  bus  companies:  to  publish  their  timetables  in  a  single  national 
publication5;  to  give  at  least  30  days'  advance  notice  of  schedule  changes  (or  15 
days'  notice  if  in  response  to  the  changes  of  a  connecting  carrier);  and  to  permit  any 
carrier  to  participate  in  a  computerized  reservation  system  without  discrimination. 
The  Commission  has  not  yet  acted  on  this  request.6 

In  addition  to  these  petitions,  the  Commission  has  also  received  a  number  of  let- 
ters and  Congressional  inquiries  on  behalf  of  constituents  that  have  identified  other 
potential  areas  of  concern;  for  example: 

•    Circuitous  routings; 


4  Ex  Parte  No.  MC-95  (Sub-No.  7),  Petition  to  Amend  49  CFR  Part  1063  Adequacy  of  Intercity 
Motor  Common  Carrier  Passenger  Service  (filed  January  14,  1993). 

"The  Commission  had  already  become  aware,  through  publication  of  the  December  1992  issue 
of  Russell's  Official  National  Motor  Coach  Guide  (Russell's  Guide),  that  Greyhound  had  with- 
drawn its  participation  in  that  publication,  relying  instead  on  its  own  computerized  system  for 
dissemination  of  timetable  information.  Russell's  Guide  is  an  independent,  monthly  publication 
that  for  many  decades  has  been  the  principal  source  of  information  about  intercity  bus  sched- 
ules, for  both  competing  and  connecting  bus  lines. 

8The  Commission  has  also  considered  Greyhound's  financial  condition  in  the  context  of  its 
continuing  authority  to  act  as  a  self  insurer.  By  decision  served  February  16,  1989,  the  Commis- 
sion granted  Greyhound  authority  (under  49  U.S.C.  10927  and  49  CFR  1043),  subject  to  certain 
conditions,  to  self-insure  its  bodily  injury  and  property  damage  liability,  in  lieu  of  filing  evidence 
of  insurance  or  other  security,  at  the  required  minimum  limits  of  $5  million. 

After  Greyhound  filed  for  protection  under  Chapter  1 1  of  the  Federal  Bankruptcy  Code,  the 
Commission,  by  decision  served  June  6,  1990,  directed  Greyhound  to  show  cause  why  its  self- 
insurance  authorization  should  be  continued  and  to  delineate  what  plans  it  had  to  continue  to 
meet  its  security  requirements  under  the  Interstate  Commerce  Act. 

In  1992,  the  Commission  reviewed  Greyhound's  financial  insurance,  and  claims  records  and 
found  sufficient  basis  to  justify  extension  of  a  waiver  of  the  tangible  net  worth  condition  until 
September  1993.  Docket  No.  MC-1515,  Greyhound  lines.  Inc. — Authorization  to  Be  a  Self-In- 
surer (not  printed),  served  September  21,  1992.  Greyhound's  petition  for  extension  of  the  waiver 
of  a  $10  million  tangible  net  worth  requirement  until  September  1993  was  granted,  and  Grey- 
hound was  required  to  continue  to  make  quarterly  deposits  of  $1.5  million  into  a  trust  fund  until 
the  waiver  is  revoked  by  the  Commission.  The  Commission  noted  that  Greyhound  had  paid  li- 
ability claims  from  its  operating  revenue  and  that  its  cash  position  had  improved  by  the  avail- 
ability of  funds  from  a  revolving  line  of  credit  agreement.  The  Commission  also  noted  that,  since 
it  emerged  from  bankruptcy  protection,  Greyhound  continually  had  sufficient  cash  available  for 
current  obligations,  including  payments  for  self-insurance  claims. 


•  Greyhound's  practice  of  dispatching  second  sections  of  scheduled  services  only 
if  there  are  15  or  more  passengers;  and 

•  The  impact  on  Valley  Transit  Company,  Inc.,  of  loss  of  access  to  Greyhound  bus 
stations  in  Corpus  Christi,  Houston,  and  San  Antonio,  TX. 

During  FY  1992,  the  Commission  received  approximately  250  informal  complaints 
against  motor  passenger  carriers.  The  largest  percentage  of  the  complaints  involved 
failure  to  provide  scheduled  service  or  delay  in  providing  such  service.7  Our  staff 
assisted  passengers  by  handling  those  informal  complaints  with  the  carriers. 

The  Commission's  field  staff  also  monitors  the  bus  industry's  compliance  with  the 
adequacy-of-service  regulations  (49  CFR  1063).  During  FY  1992,  the  staff  inspected 
operations  at  74  terminal  facilities  and  conducted  61  on-board  bus  inspections.  Dis- 
crepancies discovered  during  these  inspections  were  resolved  informally  with  the 
carriers. 

In  addition  to  the  aforementioned  formal  proceedings  and  complaints,  the  Com- 
mission has  conducted  studies  of  the  intercity  bus  industry.  While  the  information 
contained  in  these  studies  is  somewhat  dated,  they  nevertheless  provide  useful 
background  information  on  the  industry.8 

In  a  recently  issued  study,9  the  GAO  undertook  to  analyze  the  decline  of  the 
intercity  bus  industry  and  recommended  certain  actions  by  the  Secretary  of  Trans- 
portation to  ameliorate  the  impact  of  the  decline  on  those  passengers  least  likely 
to  have  access  to  alternative  transportation  facilities.  These  recommendations  con- 
cerned the  Federal  Transit  Administration's  implementation  of  section  18  of  the 
Intermodal  Surface  Transportation  Efficiency  Act  of  1991  and  did  not  require  any 
regulatory  or  other  action  by  the  Commission. 

NEW  COMMISSION  STUDY 

The  Commission  has  determined  that  we  should  move  beyond  a  case-by-case  re- 
sponse to  complaints  and  develop  a  comprehensive  overview  of  the  current  state  of 
the  intercity  bus  industry.  To  that  end,  the  Commission  has  initiated  a  study  evalu- 
ating the  adequacy  of  service  and  certain  carrier  practices.  By  conducting  this  study, 
the  Commission  will  be  in  a  position  to  better  assess  the  performance  and  financial 
condition  of  the  intercity  bus  industry  as  a  whole.  Further,  in  response  to  the  com- 
plaints received  by  the  Commission  since  Greyhound's  purchase  of  Trailways'  oper- 
ating assets,  the  study  also  will  enable  the  Commission  to  evaluate:  (1)  the  economic 
and  financial  implications  of  Greyhound's  practices  on  the  industry  at  large;  (2) 
whether  Greyhound's  practices  are  "anticompetitive"  or  are  legitimate  responses  to 
changing  market  conditions;  and  (3)  the  impact  that  these  practices  have  on  the 
traveling  public.  A  key  focus  of  the  study  will  be  the  availability  and  adequacy  of 
service,  particularly  in  rural  areas,  which  has  been  an  overriding  consideration  for 
public  policymakers. 

An  important  aspect  of  this  study  will  be  an  examination  of  the  current  and  pro- 
spective financial  health  of  Greyhound  and  regional  carriers.  We  will  analyze  finan- 
cial data  and  evaluate  the  extent  to  which  Greyhound's  activities  have  had  an  im- 
pact on  its  own  profitability  and  on  the  affected  regional  carriers'  ftnancial  perform- 
ance. 

The  study  is  intended  to  develop  information  that  will  help  us  assess  the  competi- 
tive issues  of  terminal  access,  interline  fares,  and  scheduling  and  reservations.  It 
will  be  a  multifaceted  study  of  the  bus  industry,  consisting  of  separate  yet  related 
activities.  For  example,  the  study  will  incorporate  an  analysis  of  the  overall  market 
for  intercity  passenger  transportation,  as  well  as  a  review  of  how  the  structure,  con- 
duct and  performance  of  the  bus  industry  has  evolved  since  Greyhound's  purchase 
of  Trailways. 

In  order  to  ensure  full  public  participation,  we  have  issued  a  notice  requesting 
public  comments.  Ex  Parte  No.  MC-95  (Sub-No.  8),  Adequacy  of  Intercity  Motor 

Common  Carrier  Passenger  Service  (not  printed),  served  March  5,  1993.  [ F.R. 

(1993)].  A  copy  of  the  notice  is  attached.  In  addition,  the  study  will  include  site 

visits  and  field  work  by  the  Commission's  staff  to  develop  independent  information. 


7Of  the  total  number  of  complaints  lodged  in  FY  1992,  55  percent  were  against  Greyhound 
and  45  percent  were  against  all  other  carriers. 

8These  in-house  studies  include:  (1)  The  Intercity  Bus  Terminal  Study.  A  Report  to  the  Presi- 
dent and  the  Congress  of  the  United  States,  December  1984.  (U.S.  DOT  and  I.C.C.);  (2)  The 
Intercity  Bus  Industry,  Office  of  Transportation  Analysis,  I.C.C.,  January  1984;  (3)  Letter  to 
Senator  Larry  Pressler,  from  Heather  J.  Gradison,  Chairman,  I.C.C.,  September  8,  1986;  and 
(4)  The  Commission  record  and  decision  in  the  Purchase  proceeding. 

9 Supra  note  2. 
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When  the  study  is  completed  we  will  be  in  a  better  position  to  ascertain  what  ac- 
tion, if  any,  the  Commission  should  take  and  recommend  to  Congress  legislative 
remedies,  if  appropriate. 

I  appreciate  the  opportunity  to  testify  on  these  important  issues  and  would  be 
happy  to  answer  your  questions  at  this  time. 


Vice  Chairman  Simmons,  commenting: 

There  has  never  been  any  doubt  as  to  the  unprecedented  loss  of  competition  that 
resulted  from  the  Greyhound/Trail  ways  merger.  In  approving  the  merger,  the  Com- 
mission decided  this  was  preferable  to  the  loss  of  all  or  a  substantial  part  of  Trail- 
ways'  service  as  a  result  of  its  eventual  bankruptcy.  Although  most  (if  not  all)  of 
the  potential  competitive  problems  which  could  result  from  the  merger  were  recog- 
nized and  discussed,  the  commission  chose  not  to  impose  any  ameliorative  condi- 
tions. (I  was  of  the  opinion  that  some  conditions  were  warranted  at  the  time  the 
merger  was  approved,  at  least  to  assure  that  Greyhound  stuck  to  promises  it  had 
made  during  the  pendency  of  the  proceeding).  It  appears  that  these  very  sorts  of 
problems  may  have  materialized.  I  hope  the  Commission  now  takes  a  harder  look 
at  the  possible  need  for  conditions  than  it  did  in  approving  the  merger  and  in  subse- 
quent individual  complaints. 

In  response  to  Commissioner  Philbin's  separate  expression,  I  must  say  that  I,  for 
one,  do  not  want  or  intend  an  expensive,  intrusive,  open-ended  study.  I  certainly 
do  not  condone  any  witch  hunt  directed  at  Greyhound;  its  viability  is  obviously  cru- 
cial to  our  intercity  passenger  bus  system.  However,  I  believe  the  concerns  ex- 
pressed to  the  Commission  and  to  the  Congress  by  the  rest  of  the  bus  industry  are 
clearly  substantial  enough  to  warrant  the  study  we  have  undertaken.  Such  action 
is  no  more  than  the  conscientious  performance  by  a  majority  of  the  Commission  of 
its  statutory  responsibility. 


Commissioner  Phillips,  commenting: 

The  intercity  bus  industry  is  an  important  component  of  our  nation's  passenger 
transportation  system.  Historically,  this  mode  has  served  as  an  important  transpor- 
tation link  for  the  young,  the  old,  and  the  financially  disadvantaged.  It  also  has  pro- 
vided important  connections  for  individuals  in  rural  areas  of  the  United  States  not 
otherwise  served  by  public  transportation. 

As  this  Committee  is  well  aware,  during  the  1970s  and  early  1980s,  the  bus  in- 
dustry's share  of  the  intercity  passenger  transportation  market  declined  and  the  in- 
dustry's financial  performance  deteriorated.  This  situation  became  sufficiently 
alarming  that  it  was  clear  that  the  only  hope  for  the  continued  viability  of  the  inter- 
city bus  industry  was  to  free  that  industry  from  unnecessary  and  burdensome  gov- 
ernment regulation.  In  response,  Congress  enacted  the  Bus  Regulatory  Reform  Act 
of  1982  (Public  Law  97-261),  which  eased  entry  for  both  regular-route  and  charter 
bus  operators,  provided  greater  pricing  flexibility,  and  reduced  state  control  over 
intrastate  fares,  service,  entry,  and  exit  by  interstate  bus  companies.1  I  have  no 
doubt  that  the  bus  industry  benefited  greatly  from  the  1982  reforms.  There  has  been 
substantial  new  entry  into  the  industry  (primarily  in  the  charter  sector),  and  inter- 
city bus  companies  have  been  able  to  rationalize  their  route  networks  by  discontinu- 
ing unprofitable  service,  eliminating  State  "closed  door"  restrictions,  and  raising 
intrastate  fares  to  the  levels  charged  for  comparable  interstate  transportation.  Un- 
fortunately, despite  these  positive  results,  the  industry  has  remained  in  a  difficult 
competitive  position  vis-a-vis  other  modes.  Continued  Federal  subsidization  of  AM- 
TRAK,  low  airline  fares,  and  the  widespread  use  of  the  automobile  have  combined 
to  keep  bus  ridership  low. 

This,  and  other  factors,  led  to  the  Commission's  approval  of  Greyhound's  purchase 
of  the  operating  rights  and  assets  of  Trailways  in  1988.2  There  is  little  question  that 
this  transaction  was  necessary  to  preserve  the  financial  viability  of  the  Trailways 
network.  However,  the  new  Greyhound  continued  to  experience  financial  difficulties, 
compounded  by  a  drivers  strike.  Subsequently,  Greyhound  filed  for  Chapter  11 
bankruptcy  protection  in  1990.  Greyhound  has  since  emerged  from  bankruptcy  and 


1  For  a  discussion  of  the  impacts  of  the  Bus  Regulatory  Reform  Act  of  1982,  see  Karen  Borlaug 
Phillips,  "Intercity  Bus  Deregulation:  Origins  and  Consequences,"  Transportation  Practitioners 
Journal,  Vol.  57,  No.  4,  Summer  1990,  pp.  351-363. 

2GLI  Acquisition  Company— Purchase— Trailways  Lines,  Inc.,  et  al.,  4  I.C.C.2d  591  (1988),  af- 
firmed by  unprinted  decision  (No.  MC-F-18505)  served  October  6,  1988,  affd  sub  nom.,  Peter 
Pan  Bus  Lines,  Inc.,  et  aL  v.  Interstate  Commerce  Commission,  Nos.  88-1566  and  88-1567  (D.C. 
Cir.  May  8,  1989Xper  curiam). 


is  enj6ying  stronger  financial  performance.  As  part  of  its  efforts  to  improve  profit- 
ability, Greyhound  has  instituted  a  number  of  operational  changes,  some  of  which 
have  brought  omplaints  from  independent  carriers,  as  detailed  in  the  Chairman's 
testimony.  The  question  for  the  Commission  in  each  of  these  cases,  of  course,  has 
been  whether  Greyhound  is  engaging  in  legitimate  business  practices,  in  an  effort 
to  provide  the  best  possible  return  to  its  stockholders,  or  whether  its  activities  are 
anticompetitive. 

As  the  Chairman's  testimony  points  out,  Greyhound's  activities  in  recent  years 
have  given  rise  to  competitive  concerns  in  a  number  of  areas.  These  are  important 
issues  that  merit  the  Commission's  careful  consideration.  However,  equally  impor- 
tant in  my  view  is  the  need  for  the  Commission  to  have  a  better  understanding  of 
the  overall  nature  and  competitive  structure  of  the  intercity  bus  industry  as  it  now 
exists.  As  part  of  this  effort,  it  is  crucial  that  we  better  understand  the  intercity 
bus  industry's  role  in  the  provision  of  passenger  transportation  services  as  compared 
to  the  airlines,  AMTRAK,  and  the  private  automobile. 

I  therefore  support  the  initiation  of  the  Commission  Is  study  of  the  current  state 
of  the  intercity  bus  industry.3  While  our  study  will  examine  the  competitive  issues 
that  have  arisen  out  of  the  Greyhound-Trailways  consolidation,  that  is  not  its  sole 
purpose,  and  I  would  be  distressed  if  an  unsubstantiated  anti-Greyhound  treatise 
proved  to  be  the  ultimate  outcome  of  the  study.  Rather,  I  believe  our  study  is  a  le- 
gitimate consequence  of  the  Commission's  obligation  to  cave  a  clear  and  thorough 
understanding  of  the  industries  we  regulate.  I  am  hopeful  that  the  analysis  under- 
taken by  Commission  staff,  as  well  as  the  public  comments  we  receive  in  response 
to  our  notice  of  the  study,  will  enable  the  Commission  to  undertake  a  more  com- 
prehensive examination  of  the  various  competitive  issues  of  concern  as  well  as  to 
develop  a  realistic  appraisal  of  the  role  of  the  intercity  bus  industry  in  our  nation's 
passenger  transportation  system  and  prospects  for  its  future  viability. 


Commissioner  Philbin,  concurring  in  part  and  dissenting  in  part: 

During  the  last  two  budget  cycles,  members  of  the  Cassandra  chorus  within  and 
outside  the  Commission  loudly  decried  in  apocalyptic  terms  the  alleged  woeful 
understating  of  the  ICC,  which  purportedly  prevented  the  agency  from  adequately 
carrying  out  its  responsibilities,  especially  an  always  undefined  "enforcement'  func- 
tion. Yet  today,  the  majority  has  embarked  upon  a  frolic  of  its  own  and  commits 
a  significant  portion  of  these  allegedly  overburdened  staff  resources  to  a  wide-rang- 
ing and  possibly  open-ended  study,  the  necessity  for  which  is  supported  not  by  evi- 
dence of  existing  problems  but  solely  by  anecdote  and  allegation,  which  in  those 
cases  that  the  Commission  has  fully  investigated  have  dissolved  into  clouds  of 
smoke.  Despite  a  plethora  of  studies  of  the  intercity  bus  system,  the  latest  by  the 
GAO  in  June  1992,  the  majority  now  wishes  to  perform  another  macroscopic  study 
of  the  adequacy  of  regular-route  service  (but  possibly  also  charter  and  special  oper- 
ations), reservations  and  schedules,  terminal  access  and  service,  and  the  financial 
health  of  the  system.  In  the  absence  of  any  credible  evidence  that  any  problem  ex- 
ists, whose  curiosity  is  sought  to  be  assuaged  and  what  is  the  objective  sought  by 
this  effort?  Is  the  study  motivated  by  the  pure  inquisitiveness  of  the  majority;  by 
the  belief  that  somebody  must  be  guilty  of  something;  by  a  desire  to  keep  the  Com- 
mission staff  fully  tasked;  or  by  a  desire  to  prove  that  government  really  can  do 
something  useful? 

This  study,  despite  thin  attempts  at  disguise,  is  an  intemperate  response  to  un- 
supported allegations  of  wrongdoing  by  Greyhound  Lines,  Inc.  by  its  competitors.  It 
is  yet  another  example  of  the  majority's  unjustified  belief  that  because  Greyhound 
was  previously  authorized  to  control  Trailways,  this  Commission  has  unfettered  ju- 
risdiction to  indulge  any  regulatory  whim  at  Greyhound's  expense,  despite  the  fact 
that  the  Trailwa/s  acquisition  is  no  longer  the  defining  moment  in  Greyhound's  cor- 
porate life  but  rather  it  is  the  bankruptcy  and  the  drivers'  strike.  While  the  Com- 
mission has  continuing  jurisdiction  over  Greyhound  to  order  corrective  action  for 
wrongs  resulting  from  the  Greyhound/Trailways  transaction,  there  must  be  a  clear 
legal  and  factual  basis  for  that  action,  i.e.,  a  causal  nexus  between  the  acquisition, 
the  problem  and  the  solution  must  be  shown.  The  launching  of  this  study,  guaran- 
teed to  be  intrusive,  time-consuming  and  expensive  to  the  industry,  exhibits  unbri- 
dled faith  in  and  advocacy  of  "big  government." 


3  Ex  Parte  No.  MC-95  (Sub-No.  8),  Adequacy  of  Intercity  Motor  Common  Carrier  Passenaer 
Service  (not  printed),  served  March  5,  1993. 
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There  is  no  evidence  of  harm  to  competition  or  the  public,  interest  we  are  charged 
with  protecting,  no  evidence  of  inadequate  service  or  unreasonable  prices,  that  justi- 
fies what  amounts  to  an  investigation  of  Greyhound  disguised  as  an  industry  study. 

The  Commission  approved  the  Greyhound/Trailways  transaction  in  order  to  pre- 
serve a  nationwide,  privately-owned  bus  system  to  compete  against  other  forms  of 
passenger  transportation  and  to  preserve  a  low  cost  transportation  alternative  for 
the  public.  Is  the  majority  now  shrinking  from  this  laudable  objective?  Is  the  objec- 
tive being  achieved  too  thoroughly?  Is  Greyhound's  journey  toward  fiscal  stability 
now  required  to  be  reined  in  to  protect  its  smaller  competitors  at  the  expense  of 
competition? 

Nothing  will  be  learned  from  this  study  that  has  not  already  been  documented 
in  existing  studies,  nor  will  any  issues  be  resolved  that  could  not  be  resolved  more 
expeditiously  and  inexpensively  by  deciding  cases  currently  pending  before  the  com- 
mission. If  that  approach  is  not  satisfactory  to  the  Congress,  let  the  Congress  direct 
the  Commission  to  conduct  the  study  it  deems  necessary  rather  than  have  us  blun- 
der about  in  industryls  operational  and  financial  records. 

The  real  message  sent  by  the  majority's  decision  is  that  all  it  takes  is  an  over- 
heated emotional  petition,  invoking  the  shibboleth  of  the  "little  guy"  victimized  by 
the  "big  guy,"  to  spur  the  majority  into  hasty,  ill-considered,  anti-competitive,  un- 
necessary, ultra-regulatory,  legally  unsound,  intrusive  and  egregious  action. 


Commissioner  Walden,  concurring  in  part  and  dissenting  in  part: 

While  I  am  in  general  agreement  with  the  statements  of  the  Chairman,  I  cur- 
rently do  not  see  a  need  to  conduct  an  industry-wide  study  to  explore  the  various 
complaints  raised  by  the  bus  companies.  Such  a  study  would  inevitably  delay  resolu- 
tion of  matters  currently  pending  before  the  Commission;  tie  up  limited  commission 
resources  which  could  be  Detter  utilized  processing  individual  complaint  cases;  and 
impose  significant  economic  costs  as  those  in  the  industry  are  required  to  file  com- 
ments, comply  with  discovery  requests,  and  provide  extensive  financial  data. 

The  need  for  such  a  study  is  especially  questionable  given  that  less  than  a  year 
ago  the  General  Accounting  Office  issued  a  report  on  the  health  of  the  intercity  bus 
industry.  Notably,  the  GAO  did  not  recommend  any  action  be  taken  by  the  Commis- 
sion. Accordingly,  it  is  not  apparent  to  me  what,  if  any,  additional  or  different  in- 
sights would  result  from  a  Commission  study.  It  appears  to  me  that  all  of  the  bus 
companies'  current  concerns  either  have  been  raised  in  specific  proceedings  before 
the  Commission  or  are  appropriate  subjects  for  the  Commission  s  future  consider- 
ation in  the  context  of  a  discrete  complaint.  As  the  Commission  noted  in  its  decision 
approving  the  merger  and  denying  DOT's  request  that  the  Commission  impose  a 
"monitoring  and  review  of  future  actions"  condition,  "Normal  complaint  mechanisms 
are  adequate  in  the  unlikely  event  a  problem  develops  here."  4  I.C.C.2d  591,  615 
(1988). 

It  is  also  not  apparent  to  me  what,  if  any,  Commission  action  would  or  could  be 
taken  once  the  study  is  complete.  We  should  remain  mindful  of  the  limits  of  our 
jurisdiction  in  this  area.  The  Commission  may  assume  it  has  sufficient  post-merger 
jurisdiction  to  impose  conditions  or  require  other  remedial  action,  but  this  is  not 
clear.  I  do  not  quarrel  with  the  Commission's  reservation  of  continuing  jurisdiction 
in  its  merger  decision,  cited  in  the  Chairman's  statement:  "[T]he  Commission  will 
be  monitoring  the  effects  of  this  transaction  as  a  part  of  its  continuing  oversight  of 
the  bus  industry,  and  we  have  already  noted1  our  willingness  to  take  any  necessary 
enforcement  action."  4  I.C.C2d  at  615.  Nearly  five  years  have  elapsed  since  the 
Commission  approved  Greyhound's  purchase  ol  the  operating  rights  of  Trailways.  In 
my  view,  there  is  a  very  real  question  whether  the  Greyhound  actions  complained 
of  result  from  the  merger  or  are  instead  the  consequences  of  a  debilitating  strike, 
passage  through  bankruptcy,  and  intense  competition  with  other  intercity  passenger 
transportation  modes  (i.e.,  automobiles,  airlines,  and  Amtrak).  If  these  actions  are 
a  direct  result  of  the  merger,  we  probably  have  the  authority  under  49  U.S.C. 
11344(c)  and  11351  to  impose  any  necessary  post-merger  conditions.2  If,  however, 


1This  ie  a  reference  to  the  Commission's  expression  that  "we  can  take  enforcement  action  if 
necessary"  with  respect  to  complaints  that  Greyhound  may  be  violating  the  baggage  handling 
requirements  of  49  CFR  1063.4.  No  other  specific  reservation  of  jurisdiction  is  contained  in  Pur- 
chase. 

2  See  Purchase,  4  I.C.C.  2d,  at  165  (1988X"[T)he  Commission  will  be  monitoring  the  effects  of 
this  transaction  *  *  *  (emphasis  added);  Cascade  at  1  (not  printed)  served  July  24,  1992  ("[T]he 
Commission  reserved  jurisdiction  to  redress  any  future  competitive  abuses  that  arose  from  [the 
merger.])  (emphasis  added);  Blue  Ridge  at  4  (not  printed),  served  Dec.  10,  1990  ("We  have  the 
complementary  authority,  upon  appropriate  showing,  to  reopen  those  decisions  that  approved 
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the  conduct  complained  of  is  not  substantially  traceable  to  the  merger,  I  believe  the 
Commission  is  without  authority  to  impose  remedial  conditions.3 


APPENDIX  I 

1.  GLI  Acquisition   Company — Purchase — Trailways   Lines   Inc.;   GLI  Acquisition 

Company—Control — Continental  Panhandle  Lines,  Inc.  [Peter  Pan  Bus  Lines, 
Inc._Petition  to  Reopen]  (not  printed),  served  March  19,  1991. 

The  first  of  these  petitions  to  reopen  was  filed  by  Peter  Pan  Bus  Lines,  Inc.  (Peter 
Pan),  and  concerned  certain  Greyhound  promotional  tariffs  that  were  effective  for 
only  a  short  time.  Peter  Pan  competed  directly  with  Greyhound  for  passenger  traffic 
moving  between  New  York,  NY,  and  Boston,  MA,  and  between  Albany,  NY,  and 
Boston.  It  complained  that  Greyhound  had  been  offering  excursion  fares  oyer  these 
routes  that  were,  on  their  face,  noncompensatory  and  therefore  anticompetitive,  and 
that  tickets  issued  pursuant  to  these  excursion  fares  would  be  honored  only  over 
Greyhound's  own  routes,  to  the  inconvenience  of  the  riding  public.  Peter  Pan  also 
noted  that,  because  Greyhound  and  its  affiliates  were  then  under  bankruptcy  pro- 
tection, it  was  not  constrained  to  pay  debts  that  were  incurred  within  the  ordinary 
course  of  business  before  its  bankruptcy  filing.  Peter  Pan  termed  these  practices 
"destructive  competition." 

In  reply,  Greyhound  explained  that  these  fares,  as  incentive  fares,  were  offered 
to  win  incremental  traffic;  i.e.,  passengers  who  would  tend  to  fill  buses  that  other- 
wise would  be  only  partially  loaded.  In  such  circumstances,  operating  costs  (such  as 
drivers'  wages  and  fuel  costs)  would  remain  constant  regardless  of  the  passenger 
load  on  the  bus.  Accordingly,  Greyhound  asserted  that  the  fares  were  in  fact  more 
than  compensatory,  in  that  they  recovered  the  incremental  costs  of  the  traffic,  and 
they  were  successful  as  promotional  fares  in  improving  business.  Greyhound  also  ar- 
gued that  pricing  cannot  be  deemed  to  be  predatory  if  it  does  not  serve  to  eliminate 
competition,  noting  that  the  New  England  market  is  highly  competitive  and  that 
Peter  Pan's  92.7  operating  ratio  was  much  better  than  Greyhound's  97.1  operating 
ratio. 

Because  the  tariffs  in  issue  were  effective  for  only  a  short  time,  the  petition  to 
reopen  was  denied. 

2.  GLI  Acquisition   Company — Purchase — Trailways   Lines,    Inc.;  GLI  Acquisition 

Company— ^Control— Continental  Panhandle  Lines,  Inc.  [Blue  Ridge  Lines,  Ltd., 
d/b/a  Blue  Ridge  Trailways— Petition  to  Reopen]  (not  printed),  served  December 
12,  1990,  and  February  8,  1991. 

The  second  petition  to  reopen  was  filed  by  Blue  Ridge  Lines,  Ltd.,  d/b/a  Blue 
Ridge  Trailways  (Blue  Ridge),1  and  sought  a  condition  preventing  Greyhound  from 
evicting  Blue  Ridge  from  three  bus  terminals.  Greyhound  had  ordered  Blue  Ridge 
out  of  these  terminals  just  before  a  peak  holiday  travel  season. 

The  Commission  afforded  temporary  access  to  Blue  Ridge  in  the  three  bus  termi- 
nals for  a  period  of  45  days.  This  limited  remedy  was  imposed  to  allow  time  for  the 
parties  to  negotiate  possible  long-term  terminal-use  agreements.  The  Commission 
also  directed  its  Office  of  Compliance  and  Consumer  Assistance  to  investigate  Blue 
Ridge's  allegations  of  anticompetitive  behavior  by  Greyhound  and  to  submit  a  report 
before  the  end  of  the  temporary  access  period.  In  a  subsequent  decision,  the  Com- 
mission denied  a  petition  for  clarification  or  modification.  The  Commission  declined 
either  to  extend  the  temporary  access  condition  or  to  undertake  to  impose  a  perma- 
nent access  condition. 

3.  GLI  Acquisition   Company — Purchase — Trailways   Lines,    Inc.;  GLI  Acquisition 

Company — Control— Continental  Panhandle  Lines,  Inc.  [American  Coach  Lines, 
Inc.  — Petition  to  Reopen]  (not  printed),  served  June  26,  1991. 
The  third  petition  to  reopen  was  filed  by  American  Coach  Lines,  Inc.  (American), 
and  requested  imposition  of  conditions  on  Greyhound  concerning  special  fares  intro- 


such  acquisitions  to  examine  transaction-related  but  unresolved  competitive  concerns  and  im- 
pose additional  conditions.)  (emphasis  added). 

3  Unless,  of  course,  we  find  a  violation  of  a  specific  Commission  regulation  contained  in  49 
CFR  Part  1063. 

1  Although  it  was  the  second  petition  to  reopen  filed,  it  was  decided  first  because  of  the  emer- 
gency nature  of  the  situation.  It  is  the  only  instance  in  which  the  Commission  has  actually  im- 
posed a  terminal  access  condition  (except  for  conditions  to  preserve  the  status  quo  pending  com- 
pletion of  a  record). 
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duced  in  response  to  new  competition.2  American  had  recently  instituted  a  compet- 
ing bus  service  between  New  York,  NY,  and  Washington,  DC,  and  Greyhound  had 
published  tariffs  that:  (1)  prohibited  American  from  receiving  compensation  if  it 
honored  Greyhound  tickets  on  this  route;  and  (2)  offered  substantially  reduced  fares 
on  those  specific  schedules  where  American  was  offering  competing  service. 

The  Commission  declined  to  impose  any  conditions,  noting  that  although  the  com- 
petitive marketplace  allows  new  carriers  to  enter  into  competition  with  Greyhound 
without  regulatory  restraint,  Greyhound  is  not  obliged  to  facilitate  such  competition. 
With  regard  to  Greyhound's  restrictions  on  the  mutual  honoring  of  tickets,  the  Com- 
mission observed  that  it  was  neither  empowered  to  restrain  the  actions  of  one  car- 
rier in  order  to  enhance  the  position  of  a  new  competitor  nor  charged  with  a  mission 
to  promote  a  competitor  to  the  disadvantage  of  existing  carriers.  With  regard  to 
Greyhound's  fare  reductions,  the  Commission  stated  that  American  was  proceeding 
on  the  basis  of  an  unwarranted  assumption  that  a  smaller  competitor  is  entitled  to 
some  competitive  advantage  over  Greyhound. 

4.  GLI  Acquisition   Company — Purchase — Trailways   Lines,    Inc.;  GLI  Acquisition 

Company — Control — Continental  Panhandle  Lines,  Inc.  [Peter  Pan  Bus  Lines, 
Inc.  — Petition  to  Reopen — Ticket  Sales  Arrangements  at  New  York,  NY]3  (not 
printed),  served  July  10,  1992. 

More  recently,  three  other  petitions  to  reopen  were  filed  with  the  Commission. 
The  first  of  these  was  another  petition  filed  by  Peter  Pan  requesting  emergency  ac- 
tion with  regard  to  Greyhound's  termination  of  a  licensing  agreement  under  which 
it  had  sold  Peter  Pan's  tickets  at  the  Port  Authority  Bus  Terminal  in  New  York 
City.4  Peter  Pan  charged  that  this  termination  was  anticompetitive  and  inconven- 
ient to  the  bus-riding  public. 

Without  awaiting  a  reply  from  Greyhound,  the  Commission  made  a  preliminary 
determination  not  to  grant  relief  on  an  emergency  basis.  The  Commission  found  no 
emergency  relief  to  be  warranted,  because  Greyhound  had  given  actual  notice  of  the 
termination  more  than  30  days  in  advance  and  because  Peter  Pan  had  alternative 
facilities  available  for  its  tickets  to  be  sold  in  the  terminal.  The  Commission  stated 
that  after  the  record  was  complete  it  would  consider  the  merits  of  the  issues  raised 
in  the  petition  to  reopen.  However,  Peter  Pan  requested  that  the  petition  be  with- 
drawn, and  the  Commission  dismissed  the  petition  (March  4,  1993). 

5.  GLI  Acquisition   Company — Purchase — Trailways   Lines,    Inc.;  GLI  Acquisition 

Company — Control — Continental  Panhandle  Lines,  Inc.  [Peter  Pan  Bus  Lines, 
Inc.  — Petition  to  Reopen — Mutual  Honoring  of  Tickets]. 

Peter  Pan  filed  a  third  petition  to  reopen  concerning  tariffs  that  Greyhound  had 
filed  during  the  past  summer  travel  season  offering  promotional,  deeply  discounted 
fares  between  certain  selected  city  pairs.  These  fares,  unlike  other  Greyhound  tick- 
ets, were  to  be  honored  only  for  transportation  by  Greyhound  itself.  As  relevant, 
these  fares  applied  between  certain  points  in  New  York  and  New  England  over 
routes  (generally  between  New  York,  NY,  and  Boston,  MA)  on  which  Greyhound  and 
Peter  Pan  compete  directly.  Again,  Peter  Pan  subsequently  requested  that  the  peti- 
tion-be withdrawn,  and  the  Commission  voted  to  dismiss  the  petition  (March  4, 
1993). 

6.  GLI  Acquisition   Company — Purchase — Trailways   Lines,    Inc.;  GLI  Acquisition 

Company — Control — Continental  Panhandle  Lines,  Inc.  [Bremerton  Tacoma 
Stages,  Inc.,  d/b/a  Cascade  Trailways-Petition  to  Reopen]  (not  printed),  served 
July  17,  1992,  July  24,  1992,  and  August  14,  1992. 

The  sixth  of  the  petitions  to  reopen  was  filed  by  Bremerton  Tacoma  Stages,  Inc., 
d/b/a  Cascade  Trailways  (Cascade),  and  involves  compensation  terms  in  the  terminal 
license  agreements  under  which  Cascade  used  the  Greyhound  bus  stations  in  Port- 
land, OR,  Sacramento,  CA,  and  Seattle,  WA. 

Acting  on  very  short  notice,  the  Commission  declined  to  find  that  the  compensa- 
tion terms  Greyhound  was  asking  constituted  anticompetitive  behavior  or  were  oth- 


2 This  petition  was  the  first  raising  questions  in  the  "interline  service"  category. 

3This  matter  was  subtitled  [Peter  Pan  Bus  Lines,  Inc.,  Petition  to  Reopen]  in  the  first  deci- 
sion. 

*  Although  not  involving  "terminal  access"  in  a  strict  sense  (because  Greyhound  does  not  oper- 
ate the  terminal  in  question),  the  issues  are  similar  to  others  in  the  "terminal  access"  category, 
because  they  involve  Greyhound's  provision  of  ticket  sales  and  information  services  for  inde- 
pendent carriers. 
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erwise  so  unreasonable  as  require  action  by  the  Commission.  Cascade's  appeal  to 
that  decision  was  denied  (March  4,  1993).5 

7.  GLI  Acquisition  Company — Purchase — Trailways  Lines,  Inc.;  GLI  Acquisition 
Company — Control — Continental  Panhandle  Lines,  Inc.  [Adirondack  Transit 
Lines,  Inc.,  d/b/a  Adirondack  Trailways,  et  al. — Petition  to  Reopen  and  for 
Emergency  Relief]. 

A  seventh  petition  was  filed  (but  later  withdrawn)  by  40independent,  intercity  bus 
companies,6  asking  the  Commission  to  prevent  Greyhound  from  forcing  them  either 
to  vacate  the  bus  terminals  (owned  or  controlled  by  Greyhound)  in  which  they  were 
current  licensees  (or  tenants)  or  to  accept  new  terminal  agreements. 

The  new  agreements  provided  for  compensation  as:  (1)  a  percentage  commission 
on  all  sales  of  the  tenant's  tickets7;  (2)  a  monthly  minimum  for  such  commissions; 
and  (3)  a  "docking  fee"  for  daily  departures  in  excess  of  two  per  terminal.  The  new 
agreements  would  also  have:  (a)  required  the  tenant  carriers  to  consult  with  Grey- 
hound before  increasing  the  number  of  their  daily  departures  from  each  terminal; 
(b)  required  the  tenant  carriers  to  agree  to  eliminate  the  practice  of  the  mutual  hon- 
oring of  tickets  in  connection  with  all  bus  trips  originating  at  those  terminals8;  (c) 
prohibited  the  tenant  carriers  from  selling  tickets  from  "any  other  place  within  a 
twenty-five  (25)  mile  radius  of  the  terminal,  other  than  the  terminal,  or  honorfingi 
the  tickets  or  busbills  of  any  other  carrier  for  such  transportation  which  are  sold 
within  the  said  twenty-five  (25)  mile  radius"  without  the  prior  written  consent  of 


6This  matter  involves  issues  in  the  "terminal  access"  category.  Although  the  Commission's  ul- 
timately ruled  in  Greyhound's  favor,  Greyhound  had  already  appealed  an  earlier,  interim  deci- 
sion to  the  fifth  circuit,  in  No.  92—4768,  Greyhound  Lines,  Inc.  v.  Interstate  Commerce  Commis- 
sion and  United  States  of  America,  challenging  the  Commission's  action  imposing  temporary 
conditions  pending  completion  of  the  record  ana  the  final  decision  on  the  merits.  That  appeal 
is  still  pending  before  the  court. 

6This  petition  involved  additional  issues  in  the  "terminal  access"  category.  The  petitioners 
were:  (1*)  Adirondack  Transit  Lines^  d/b/a  Adirondack  Trailways,  of  Kingston  NY;  (2*)  Amer- 
ican Buslines,  Inc.,  d/b/a  American  Trailways,  of  Indianapolis,  IN;  (3)  Can  R.  Bieber  Tourways, 
Inc.,  of  Kutztown,  PA;  (4*)  Blue  Ridge  Lines,  d/b/a  Blue  Ridge  Trailways,  of  Asheville,  NC;  (5) 
Bonanza  Bus  Lines,  Inc.,  of  Providence,  RI;  (6)  Bridgewater  Transport,  of  Tucson,  AZ;  (7*)  Bur- 
lington Trailways,  of  West  Burlington,  IA;  (8*)  C&J  Trailways,  of  Dover,  NH;  (9*)  Capital  Motor 
Lines,  d/b/a  Capital  Trailways,  of  Montgomery,  AL;  (10*)  Capitol  Bus  Company,  d/b/a  Capitol 
Trailways  of  Penna.,  of  Harrisburg,  PA;  (11*)  Carolina  Coach  Company,  d/b/a  Carolina  Trail- 
ways,  of  Raleigh,  NC;  (12*)  Cascade  Trailways,  of  Tacoma,  WA;  (13*)  Central  Texas  Trailways, 
Inc.,  of  Waco,  TX;  (14)  Chenango  Valley  Bus  Lines,  Inc.,  of  Binghamton,  NY;  (15*)  Colonial 
Trailways,  of  Mobile,  AL;  (16*)  Concord  Trailways,  of  Concord,  NH;  (17)  A.  A.  Crow  Corp.,  d/ 
b/a  Ingram  Bus  Lines,  of  Tallassee,  AL;  (18)  Delta  Bus  Lines,  Inc.,  of  Greenville,  MS;  (19*)  Em- 
pire Lines,  Inc.,  d/b/a  Empire  Trailways  Spokane,  of  Spokane,  WA;  (20*)  Empire  Trailways,  Inc., 
of  Rochester,  NY;  (21*)  Georgia  Trailways,  Ltd.,  of  Macon,  GA;  (22)  Hudson  Transit  Line,  of 
Mahwah,  NJ;  (23)  Intermountain  Transportation  Company,  of  Anaconda,  MT;  (24)  Jefferson 
Lines,  of  Minneapolis,  MN;  (25)  Kerrville  Bus  Company,  Inc.,  of  Kerrville,  TX;  (26*)  Lake  Front 
Line6,  d/b/a  Lake  Front  Trailways,  of  Cleveland,  OH;  (27*)  Martz  Trailways,  of  Wilkes-Barre, 
PA;  (28*)  Northwestern  Stage  Lines,  d/b/a  Northwestern  Trailways,  of  Spokane,  WA;  (29)  Or- 
ange Belt  Stages,  of  Visalia,  CA;  (30*)  Pine  Hill  Trailways,  of  Kingston,  NY;  (31)  Powder  River 
Transportation,  of  Gillette,  WY;  (32*)  Ramsey's  Trailways,  Inc.,  of  Jonesboro,  LA;  (33)  Raz 
Transportation  Co.,  of  Portland,  OR;  (34)  Rimrock  Stages,  Inc.,  of  Billings,  MT;  (35)  Southeast- 
ern Stages,  Inc.,  of  Atlanta,  GA;  (36)  Sun  Set  Stages,  Inc.,  of  Abilene,  TX;  (37*)  Susquehanna 
Transit  Company,  d/b/a  Susquehanna  Trailways,  of  Williamsport,  PA;  (38)  Trans  Nevada  Stages, 
of  Ely,  NV;  (39)  Triangle  Transportation  Co.,  Inc.,  of  East  Grand  Forks,  MN;  and  (40)  Valley 
Transit  Company,  Inc.,  of  Harlingen,  TX.  (Those  identified  with  the  symbol  "*"  are  affiliates  of 
the  National  Trailways  Bus  System.) 

7Sample  commission  levels  under  the  new  agreements  included  those  shown  below: 

Capitol  Bus  Company,  Inc.  (Harrisburg,  PA):  25  percent  at  Washington,  DC;  26  percent  at 
Baltimore,  MD;  29  percent  at  Philadelphia,  PA;  32  percent  at  Hagerstown,  MD. 

Capital  Motor  Lines  d/b/a  Capital  Trailways  (Montgomery,  AL):  19  percent  at  Anniston,  AL; 
20  percent  at  Dothan,  AL;  21  percent  at  Columbus,  GA;  24  percent  at  Meridian,  MS;  25  percent 
at  Tallahassee,  FL;  26  percent  at  Huntsville,  AL;  26  percent  at  Montgomery,  AL;  27  percent 
at  Birmingham,  AL;  30  percent  at  Macon,  GA. 

Carolina  Coach  Co.  (Raleigh,  NC):  26  percent  at  Baltimore,  MD;  27  percent  at  Winston- 
Salem,  NC;  29  percent  at  Philadelphia,  PA;  57  percent  at  Richmond,  VA. 

Southeastern  Stages,  Inc.  (Atlanta,  GA):  15  percent  at  North  Charleston,  SC;  15  percent 
at  Orangeburg,  SC;  17  percent  at  Sumter,  SC;  18  percent  at  Myrtle  Beach,  SC;  21  percent  at 
Florence,  SC;  23  percent  at  Savannah,  GA;  25  percent  at  Columbia,  SC;  29  percent  at  Fayette- 
ville,  NC;  39  percent  at  Atlanta,  GA. 

"This  was  the  central  issue  in  Docket  No.  40745,  Adirondack  Transit  Lines,  et  aL  v.  Grey- 
hound Lines,  Inc.  Petitioners  also  noted  that  Greyhound  controls  the  point  of  sale  at  all  of  its 
terminals  and,  under  the  new  agreements,  would  control  specifically:  (1)  how  much  stock  of  ten- 
ant carriers'  tickets  and  busbills,  tariffs,  timetables,  and  circulars  shall  be  at  the  terminal;  and 
(2)  the  number,  size,  and  locations  of  tenant  carriers'  signage,  advertising,  and  promotional  ma- 
terials, and  their  display,  placement,  and  distribution. 
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Greyhound9;  and  (d)  permitted  Greyhound  to  decide  unilaterally  to  incur  expenses 
in  refurbishing  or  expanding  the  terminals  and  to  charge  the  licensees  for  those  ad- 
ditional expenses.  Greyhound  would  also  have  discontinued  furnishing  telephone  in- 
formation about  the  services  of  tenant  carriers  through  existing  terminal  informa- 
tion numbers. 

The  matter  ended  when  Greyhound  offered  certain  concessions  and  the  petitioners 
withdrew  their  petition  to  reopen.  Petitioners  reserved  the  right  to  return  to  the 
Commission  if  further  negotiations  did  not  resolve  their  concerns.  To  date  they  have 
not  done  so. 


9  Petitioners  noted  that,  in  a  large  number  of  urban  areas  and  concentrated  population  cor- 
ridors, the  25-mile  radius  may  overlap  other  cities  and  encompass  ticket  agencies  in  suburban 
and  other  outlying  communities. 
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Ex  Parte  No.  MC-95  (Sub-No.  8) 

ADEQUACY  OF  INTERCITY  MOTOR  COMMON 
CARRIER  PASSENGER  SERVICE 


By  this  Notice,  interested  parties  are  requested  to 
comment  on  several  topics  related  to  the  adequacy  of  service 
in  the  motor  carrier  passenger  industry  and  certain  carrier 
practices. 

In  enacting  the  Bus  Regulatory  Reform  Act  of  1982  (P.L. 
97-261)  (Bus  Act),  Congress  sought  to  free  the  intercity  bus 
industry  from  unnecessary  regulatory  restrictions  to  enhance 
the  industry's  financial  viability  and  increase  its 
competitive  opportunities.   Since  1982,  bus  companies  have 
taken  advantage  of  many  of  the  reforms  included  in  the  Bus 
Act  to  streamline  their  route  networks,  eliminate 
unprofitable  service,  and  raise  intrastate  fares  to  levels 
similar  to  those  for  comparable  interstate  travel.   While 
these  reforms  have  helped  the  bus  industry,  the  industry's 
share  of  the  intercity  passenger  travel  market  remains 
small,  and  some  companies  are  experiencing  financial 
difficulties. 

As  a  result,  the  structure  of  the  intercity  bus 
industry  has  changed  in  recent  years.   Most  notably,  in 
1988,  the  Commission  authorized  the  purchase  of  Trailways 
Lines,  Inc.,  by  GLI  Acquisition  Company1'  (hereafter  GLI  or 
Greyhound) .   Since  that  time,  there  have  been  extensive 
modifications  in  bus  industry  services,  operations,  and 
practices.   The  most  significant  developments  have  been 
GLI's  filing  for  bankruptcy  on  June  4,  1990,  and  its 
subsequent  emergence  under  a  reorganization  plan  approved  by 
the  Bankruptcy  Court. l'     Efforts  by  GLI  to  explore  methods 
to  improve  its  viability  subsequent  to  bankruptcy  have 
raised  issues  of  concern  to  many  regional  carriers.   Several 
of  these  issues  have  recently  been  the  subject  of  Commission 
proceedings.^   The  Commission  has  viewed  the  issues  raised 


1'   GLI  Acquisition  Company— Purchase— Trailways  Lines. 
Inc. .  4  I.C.C.2d  591  (1988),  affirmed  by  unprinted  decision 
served  October  6,  1988,  aff 'd  sub  nom.  Peter  Pan  Bus  Lines. 
Inc.,  et  al.  v.  Interstate  Commerce  Commission.  Nos.  88-1556 
and  88-1567  (D.C.  Cir.  May  8,  1989)  (per  curiam). 

»•'   In  re:   Eagle  Bus  Manufacturing.  Inc.,  et  al..  Nos. 
90-00985-B-ll  to  90-00990-B-ll  (Bankr.  S.D.  Tex.). 

;'   No.  MC-F-18505,  GLI  Acquisition  Company — Purchase — 
Trailuavs .  Inc. :   Peter  Pan  Bus  Lines.  Inc . --Pet  it  ion  to 
Reooen  (no:  printed),  served  March  19,  1991;  Blue  Ridge 
Lines.  Ltd..  d/b/a  Blue  Ridge  Tra i lwavs— Pet ltion  to  Reopen 
(not  printed),  served  December  12,  1990,  stay  denied. 
Grevhound  Lines  v.  Interstate  Coraerce  Commission.  No.  4920 
'5th  Cir.  December  17,  1990)  :  Petition  for  Clarification  or 
Mod i f icat  ion  (not  printed)  ,  served  February  8,  1991; 
American  Coach  Lines.  Inc. —Petition  to  Reopen  ( not 
printed)  .  served  June  26,  1991;  Peter  Par,  Bus  Lines.  Inc.— 
Pet ition  to  Peopen--Ticket  Sales  Arrangements  at  New  Vor 


*."•'    filed  June 

3  u  =  Lines.  Inc.- 

--Petition  to  Peeper.- -Mutual  Honormc  cf 

Tickets ,  (filed 

June  25,  1992).  pending;  Bremerton  Tacoma 

Staaes.  Inc. ,  ± 

'b.'a  Cascade  Tramways— Petition  to  Reopen 

(not  printed; ,  served  August  14,  1992,  as  corrected  by 

( continued . 
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in  most  of  these  cases  as  matters  that  should  be  subject  to 
negotiation  and  settlement  between  the  parties.   We  did 
state  in  our  1988  decision  authorizing  GLI ' s  purchase  of 
Trailways,  however,  that  we  would  monitor  the  results  of  the 
purchase  to  assure  the  protection  of  the  public. 

Accordingly,  we  are  issuing  this  notice  in  an  effort  to 
expand  our  understanding  of  the  industry's  operations  and 
practices.   Specifically,  we  seek  to  obtain  information  on 
the  nature  and  scope  of  the  intercity  bus  industry  as  it  now 
exists.   We  are  concerned  not  only  with  how  the  Bus  Act's 
reforms  have  affected  the  intercity  bus  industry,  but  also 
how  the  industry  has  responded  to  more  recent  developments, 
particularly  the  Greyhound-Trail ways  merger. 

This  notice  is  part  of  a  multif aceted  and  detailed 
study  of  the  bus  industry  being  undertaken  by  the 
Commission.   The  Commission  intends,  based  on  the 
information  received  through  the  efforts  of  our  headguarters 
and  field  staff,  as  well  as  in  response  to  this  notice,  to 
examine  such  issues  as  adequacy  of  service,  reservations  and 
scheduling,  terminal  access  and  service,  and  the  financial 
condition  of  major  carriers  in  the  industry.   We  intend  to 
focus  on  regular-route  operations,  although  an  examination 
of  charter  and  special  operations  may  be  appropriate  in 
certain  areas.   When  the  study  is  complete,  the  Commission 
will  use  the  information  to  determine  whether  we  should  take 
any  further  actions. 

For  this  reason,  comments  are  requested  on,  but  not 
limited  to,  the  following  topics: 

1.      Adequacy    of   Regular-Route    Service 

-  significant  changes  in  levels  and 
6Cope  of  service  since  1982  and, 
particularly,  since  1988 

-  changes  in  ridership  levels 

-  availability  and  usage  of 
alternative  modes  of  transportation 

-  level  and  scope  of  "feeder"  service 
to  fill  the  gaps  of  discontinued 
regular-route  service 

-  availability  and  scope  of  competing 
services  that  do  not  use  Greyhound 

facilities 

-  the  role  of  Greyhound  and 
"competing"  and  "conplener.tary" 
smaller  carriers  in  providing  the 
public  with  adequate  service 


-      ( - . . continued ) 
decision  August  31,  1992:  Petition  to  Reopen  for 
Reconsideration,  (filed  Septeaaer  2.     1992),  served  March  < . 
19  9  2 ;  Adironcack  Trailwavs,  °:  a  1 . --Ret  it  ion  to  Reope-  and 
for  Eneroencv  Relief   not  printed;,  servea  OctoDer  22,  1952 
Ex  Parte  He.  V.C-95  rSus-Nc.  ~  .  Petition,  to  Anend  4  5  CTP 
Part  116:.  Aoeouacv  o:  Irtertit-  ".::::  Corror  Carrier 
Passenger  Service  ;  filed  January  14,  1993,,  served  March  4, 
199  2. 
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2.  Reoular-Pmite  Reservations  and  Schedules 

-  changes  in  traffic  flow,  levels  of 
service,  and  adequacy  of  service 
since  Greyhound  began  publication  of 
an  independent  routing  guide 

-  specific  improvements  that  have  resulted  from 
Greyhound's  publication  of  an  independent 
routing  guide 

-  changes  in  traffic  flow,  levels  of 
service,  and  adequacy  of  service 
caused  by  schedule  changes  by 
Greyhound  or  other  regular-route 
carriers  on  less  than  30  days  notice 

3.  Terminal  Access 

-  problems  associated  with  negotiating 
terminal  access 

-  specific  interline  difficulties  at 
terminals 

-  whether  the  access  granted  is 
sufficient  to  conduct  operations  in 
an  efficient  manner  -  if  not, 
identify  the  problems 

-  trends  in  municipal  ownership  of 
terminals,  including  intermodal 
terminals 

-  whether  shared  terminals  are 
necessary  for  adequate  service 

4.  Terminal  Service 

-  problems  in  the  following  areas  with 
respect  to  operations  conducted  in 
terminals: 

1.  ticket  sales 

2.  honoring  tickets 

3.  arrival  and  departure  announcements 
A.  schedule  postmqs 

5.  bay  assignments 

6.  other  difficulties 

-  changes  in  regular-rc.te  traffic 
flow  and  levels  of  service  with 
respect  to  t  e  rr.  _  r- a  .  ser..:e  problems 

5 .  Financial  Healt.-. 

-  financial  irparts  zrz~    t.-.e  practices 
described  above  c-  ;perat.r;q 
revenues,  risers.-..:   .:a:  factors, 
operating  rat-os   ar-.o  or  o  :  .  tac  1 1  ity 
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-  data  on  any  other  relevant  financial 
implications  of  these  practices 

-  overall  bus  industry  profitability 
for  regular-route  and  charter 
operations 

-  the  importance  of  revenues  from 
charter  and  special  operations  in 
maintaining  the  viability  of 
regular-route  bus  services  for 
individual  bus  companies 

-  scope  of  regular-route  and  charter 
bus  service  and  usage  vis-a-vi6 
oth.r  passenger  transportation  modes 

Comments  are  due  by  April  9,  199  3.   Send  an  original 
and  10  copies  of  comments  referring  to  Ex  Parte  No.  MC-95 
(Sub-No.  8)  to:   Office  of  the  Secretary,  Case  Control 
Branch,  Room  1324,  Interstate  Commerce  Commission, 
Washington,  DC  20423. 

For  further  information,  contact  Richard  Felder,  at 
(202)  927-5610  [Assistance  for  the  hearing  impaired  is 
available  through  TDD  service  927-5721]. 

Decided:  March  3,  1993. 

By  the  Commission,  Chairman  McDonald,  Vice  Chairman 
Simmons,  Commissioners  Phillips,  Philbin,  and  Walden. 
Commissioner  Philbin  concurred  in  part  and  dissented  in  part 
with  a  separate  expression.   Commissioner  Walden  dissented 
with  a  separate  expression. 


Sidney  L.  Strickland,  Jr. 
(SEAL)  Secretary 


co»assxo«R  phxx*!,^^— -ln  part  and  7^^~r^T 

chorus^rw^i?\1nrorsir^e^c0^:srmbcr1s  of  -« 

apocalyptic  terms  the  SSZLmf^ZT^™1™*1*     dec^ed  in 
which  purportedly  prevented the  agency  from Yh       ,9  °f  the  ICC< 
its  responsibilities,  especially  *n^      adequately  carrying  out 
function.   vet  today',  ST  wVoriJv  hasT  hUndefHined  "enforcement- 
its  own  and  conunitys  ,  sScant  \U      ,  UP°n  a  fr°llc  of 
overburdened  staff  resource         ,  Portion  of  these  allegedly 
ended  study,  the  necessity  for  which 'V™"""    and  P°^^Y    open- 
of  existing  problems  but  solelv  bv  1   , suPP°rted  not  by  evidence 
in  those  cases  that  the  rrL„    V   anecdoCe  and  allegation,  which 
dissolved  xntoScrohuadtStohfeSmoTiSS1D0ensph"  f "J^""""*"*  K2 
the  intercity  bus  system,  the  latest  bv^- Prfnh°"  °f  SrUdles  of 
majority  now  wishes  to  pe-fonT  another         ln  June  1992'  tne 
aoeguacy  of  regular-route  se r?lce  (but  noV^"^  SCUdy  °f  the 
special  operations),  reseat   n   inH   pos*lbly  also  charter  and 
and  service,  and  the  f?n7ncYaT  health  "o'^th?*  ZBniMl    *CCess 
absence  of  any  credible  eviden-e  -h,V  syster.    m  the 

curiosity  is  souaht  to  be  s  tl  £"  3ny  Prob1^  exists,  whose 
by  this  effort-  "is  the  s-udv  w .1  \na  '  »"  «  =ne  objective  sougn- 
of  the  majority;  ^  ^"^^^^.^•.P""  inguisitiveniss 
something;  by  a  desir-  -o  keen  -•,--"  some3°dy  ™st  be  auilty  of 
or  by  a  desire  to  ov  ^  P0±.f  riSSi°n  staf'  tully  tasked 
useful-  P      ^at    g°vernmer.t  really  can  do  something 


19 

Ex  Parte  No.  MC-95  (Sub-No.  8) 


This  study,  despite  thin  attempts  at  disguise,  is  an 
intemperate  response  to  unsupported  allegations  of  wrongdoing  by 
Greyhound  Lines,  Inc.  by  its  competitors.  It  is  yet  another 
example  of  the  majority's  unjustified  belief  that  because  Greyhound 
was  previously  authorized  to  control  Trailways,  this  Commission  has 
unfettered  jurisdiction  to  indulge  any  regulatory  whim  at 
Greyhound's  expense,  despite  the  fact  that  the  Trailway's 
acquisition  is  no  longer  the  defining  moment  in  Greyhound's 
corporate  life  but  rather  it  is  the  bankruptcy  and  the  drivers' 
strixe.  While  the  Commission  has  continuing  jurisdiction  over 
Greyhound  to  order  corrective  action  for  wrongs  resulting  from  the 
Greyhound/Trailways  transaction,  there  Bust  be  a  clear  legal  and 
factual  basis  for  that  action,  i.e.,  a  causal  nexus  between  the 
acquisition,  the  problem  and  the  solution  must  be  shown.  The 
launching  of  this  study,  guaranteed  to  be  intrusive,  time-consuming 
and  expensive  to  the  industry,  exhibits  unbridled  faith  in  and 
advocacy  of  "big  government." 

There  is  no  evidence  of  harm  to  competition  or  the  public 
interest  we  are  charged  with  protecting,  no  evidence  of  inadequate 
service  or  unreasonable  prices,  that  justifies  what  amounts  to  an 
investigation  of  Greyhound  disguised  as  an  industry  study. 

The  Commission  approved  the  Greyhound/Trailways  transaction  in 
order  to  preserve  a  nationwide,  privately-owned  bu6  system  to 
compete  against  other  forms  of  passenger  transportation  and  to 
preserve  a  low  cost  transportation  alternative  for  the  public.  Is 
the  majority  now  shrinking  from  this  laudable  objective?  Is  the 
objective  being  achieved  too  thoroughly?  Is  Greyhound's  journey 
toward  fiscal  stability  now  required  to  be  reined  in  to  protect  its 
smaller  competitors  at  the  expense  of  competition? 

Nothing  will  be  learned  from  this  study  that  has  not  already 
been  documented  in  existing  studies,  nor  will  any  issues  be 
resolved  that  could  not  be  resolved  more  expeditiously  and 
inexpensively  by  deciding  cases  currently  pending  before  the 
Commission.  If  that  approach  is  not  satisfactory  to  the  Congress, 
let  the  Congress  direct  the  Commission  to  conduct  the  study  it 
deems  necessary  rather  than  have  us  blunder  about  in  industry's 
operational  and  financial  records. 

The  real  message  sent  by  the  majority's  decision  is  that  all 
it  takes  is  an  overheated  emotional  petition,  invoicing  the 
shibboleth  of  the  "little  guy"  victimized  by  the  "big  guy,"  to  spur 
the  majority  into  hasty,  ill-considered,  anti-competitive, 
unnecessary,  ultra-regulatory,  legally  unsound,  intrusive  and 
egregious  action. 
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Commissioner  Walden.  dissenting: 

At  this  lime,  I  do  not  see  a  need  to  conduct  an  industry-wide  study  to  explore  the 
various  complaints  raised  by  the  bus  companies.   Such  a  study  would  inevitably  delay 
resoluuon  of  matters  currently  pending  before  the  Commission;  further,  an  extensive 
study  like  that  contemplated  by  the  Commission  would  ue  up  limited  Commission 
resources.   Less  than  a  year  ago,  the  General  Accounting  Office  issued  a  report  on  the 
health  of  the  intercity  bus  industry.   Notably,  the  G AO  did  not  recommend  any  action  be 
taken  by  the  Commission.   It  is  not  apparent  to  me  what,  if  any,  additional  or  different 
insights  would  result  from  a  Commission  study.  It  appears  to  me  that  all  of  the  bus 
companies'  current  concerns  either  have  been  raised  in  specific  proceedings  before  the 
Commission  or  are  appropriate  subjects  for  the  Commission's  future  consideration  in  the 
context  of  a  discrete  complaint 

It  is  also  not  apparent  to  me  what,  if  any.  Commission  action  would  or  could  be 
taken  once  the  study  is  complete.  The  Commission  may  assume  it  has  sufficient  post- 
merger  jurisdiction  to  impose  conditions  or  require  other  remedial  action,  but  this  is  not 
clear.   There  is  a  very  real  question  whether  the  Greyhound  actions  complained  of  here 
result  from  its  merger  with  Trailways  —  approved  by  the  Commission  in  1988  -  or  are 
instead  the  consequences  of  a  debilitating  strike  in  1990.  passage  through  bankruptcy  in 
1991.  and  intense  competition  with  other  intercity  passenger  transportation  modes  (i.e. 
automobiles  and  Amtrak). 

Accordingly,  I  do  not  approve  of  the  issuance  of  the  notice. 

Senator  Exon.  Madam  Chairman,  thank  you  very  much.  I  just 
wanted  to  tell  you  how  much  we  appreciate  the  good  working  rela- 
tionship that  we  in  the  Congress  have  had  with  the  Commission, 
and  I  am  delighted  to  welcome  my  good  friend  and  colleague,  J.J. 
Simmons  here. 

I  am  glad  you  pointed  out  that  he  was  here.  As  you  know,  he  has 
been  a  strong  member  of  the  ICC  Commission  for  a  long,  long  time. 
Ms.  McDonald.  He  is  also  an  Oklahoman.  [Laughter.] 
Senator  Exon.  I  was  going  to  leave  that  out.  [Laughter.] 
We  therefore  appreciate  very  much  the  attitude  that  we  have  felt 
up  here  with  both  your  predecessor  Chairman  of  the  Commission, 
Mr.  Philbin,  and  now  you.  We  feel  that  we  have  come  a  long  way 
toward  having  a  better  understanding,  if  you  will,  between  the 
oversight  responsibilities  that  we  feel  that  we  have  up  here  and  the 
response  generally  we  have  had  from  the  Commission,  and  so  I 
would  simply  say  that  we  feel  that  you  on  the  Commission  have 
the  responsibility  to  do  your  job  and  you  have  done  it  pretty  well, 
by  and  large,  and  we  hope  that  will  continue. 

We  will  have  some  questions  for  you,  but  I  believe  that  at  this 
time  we  will  continue  to  hear  opening  remarks  from  the  other  three 
witnesses  at  the  table.  Mr.  Vogt,  Mr.  Canny,  and  Mr.  Anderson, 
without  objection  your  full  statements  will  be  included  and  are 
hereby  made  a  part  of  the  record,  and  I  would  appreciate  very 
much  if  you  could  summarize  your  statements  at  this  time.  I  will 
start  by  calling  first  on  Mr.  Vogt.  Welcome,  and  thank  you  for 
being  here. 
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STATEMENT  OF  HON.  CARL  W.  VOGT,  CHAIRMAN,  NATIONAL 
TRANSPORTATION  SAFETY  BOARD 

Mr.  Vogt.  Thank  you,  Mr.  Chairman.  I  appreciate  very  much 
this  opportunity  to  appear  before  you  today.  I  have  with  me  several 
of  my  colleagues,  and  I  would  like  to  simply  introduce  them  to  you: 
Mr.  George  Reagle,  who  is  the  Director  of  our  Office  of  Surface 
Transportation  Safety,  Mr.  Claude  Harris,  who  is  Chief  of  the 
Highway  Division  at  the  Safety  Board,  and  Joe  Osterman,  who  is 
the  Chief  of  our  Major  Investigations  Service.  I  would  just  like 
them  to  stand  up  for  a  minute,  if  they  would. 

Senator  Exon.  Thank  you  very  much. 

Mr.  Vogt.  We  are  very  proud  of  what  they  are  doing  in  this  area. 
Intercity  bus  safety  has  been  of  concern,  as  I  believe  you  know,  Mr. 
Chairman,  to  the  Safety  Board  since  its  first  major  bus  investiga- 
tion since  1968. 

Throughout  the  years,  we  have  made  scores  of  recommendations 
affecting  intercity  bus  operations.  These  recommendations  have 
covered  a  wide  variety  of  issues,  ranging  from  emergency  lighting 
standards  for  intercity  buses  to  enhanced  screening  and  training 
recommendations  for  the  hiring  and  training  of  drivers. 

In  general,  we  have  identified  three  generic  issues,  if  you  will, 
which  continue  to  concern  us  and  which  have  been  recurring  over 
the  years.  Those  are  the  issues  involving  driver  qualifications,  Fed- 
eral and  State  oversight  operations  of  intercity  buses,  and,  finally, 
maintenance  practices.  Those  three  are  areas  that  we  continue  to 
target  and,  I  must  say,  we  continue  to  have  concerns  about. 

With  respect  to  busdriver  qualifications,  the  Safety  Board's  in- 
vestigations have  found  a  need  to  improve  licensing  and  training 
standards.  In  my  prepared  remarks,  there  were  two  specific  inter- 
city bus  accidents  involving  Greyhound  discussed.  We  found  in  both 
of  those  that  the  drivers  had  very  little  experience  driving  any 
kinds  of  vehicles,  although  they  had  been  through  prescribed  train- 
ing programs  and  had  successfully  completed  them. 

Looking  at  the  scores  in  their  training  programs,  however,  we  de- 
termined that  they  had  not  performed  adequately  and  should  not 
have  been  behind  the  wheels  of  these  vehicles.  We  issued  safety 
recommendations,  calling  on  the  company  to  implement  a  new  driv- 
er certification  program,  and  we're  very  pleased  that  the  company 
has  responded  substantially  and  excellently  to  our  recommenda- 
tions. As  a  result,  we  have  closed  our  recommendations  on  those 
two  issues  and  several  others  which  were  raised  in  those  accidents. 

We  also  believe  that  the  Federal  Highway  Administration's  com- 
mercial driver  license  system  has  got  to  be  a  very  positive  influence 
in  this  area,  although  we  think  that  that  still  needs  to  be  evalu- 
ated. As  you  know,  April  1,  1992  was  the  deadline  for  all  bus  and 
heavy  truckdrivers  to  have  commercial  drivers'  licenses,  so  we  are 
very  anxious  to  see  how  the  effect  of  that  program  is  going  to  play 
out,  but  it  is  a  very  positive  step. 

Our  second  area  of  concern  is  the  identification  of  intercity  bus 
operators.  When  a  bus  receives  authority  from  the  ICC  to  operate, 
the  ICC  notifies  the  Federal  Highway  Administration.  Once  noti- 
fied, the  Federal  Highway  Administration  is  expected  to  enter  the 
carrier  into  its  management  information  center.  Now,  unless  those 
names  of  ICC-authorized  operators  are  entered  into  that  system, 
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there  is  no  way  that  the  Federal  Highway  Administration  can  en- 
sure that  safety  audits  are  conducted. 

In  the  course  of  an  ongoing  investigation  involving  a  contract 
carrier  in  Vernon,  NJ,  we  found  that  the  bus  involved  in  the  acci- 
dent, while  it  was  authorized  to  operate  by  the  ICC,  was  not  in  the 
Federal  Highway  Administration  s  management  information  sys- 
tem. It  was  effectively  unknown  to  the  Federal  Highway  Adminis- 
tration. 

New  carriers  have  to  be  entered  in  there.  There  is  no  guarantee 
that  they  will  be  audited  once  they  are,  but  if  they  are  not  in  there, 
then  we  know  they  are  not  going  to  be  subject  to  Federal  audit  or 
to  the  mandatory  distribution  of  Federal  operating  regulations. 

This  is  an  ongoing  issue.  It  is  one  that  we  thought  had  been  re- 
solved, but  as  a  result  of  this  recent  accident  we  have  reason  to  be- 
lieve that  the  system  is  not  operating  the  way  it  should. 

As  a  result  of  the  Vernon  accident,  we  also  discovered  some  real- 
ly egregious  mechanical  deficiencies  in  that  particular  bus,  and 
after  that  accident,  in  conjunction  with  several  State  authorities, 
we  conducted  roadside  inspections  of  intercity  buses  in  New  Jersey 
and  in  Pennsylvania,  and  we  found  an  appalling  lack  of  mechanical 
excellence  in  the  braking  systems. 

We  found,  in  Pennsylvania,  for  example,  that  some  70  percent  of 
the  buses  inspected  had  inadequately  adjusted  brakes  and  were 
put  out  of  service.  In  New  Jersey,  it  was  something  in  the  40-per- 
cent range.  We  are  continuing  to  develop  this  information  in  the 
course  of  our  Vernon  accident  report,  which  will  becoming  out 
shortly. 

We  continue  to  be  concerned  about  intercity  buses,  although  I 
must  say  the  safety  rate,  if  you  consider  fatalities,  is  very  low.  But 
because  of  these  recent  developments,  we  intend  to  pursue  this 
and,  in  our  Vernon  accident,  we  will  deal  with  some  of  these 
things.  We  are  also  giving  serious  consideration  to  a  special  study 
on  the  subject  of  intercity  bus  safety. 

I  would  be  pleased,  Mr.  Chairman,  to  answer  any  questions 
which  you  may  have,  and  appreciate  the  opportunity  to  be  here. 

[The  prepared  statement  of  Mr.  Vogt  follows:] 

Prepared  Statement  of  Carl  W.  Vogt 

Good  morning  Chairman  Exon,  Senator  McCain,  and  Members  of  the  Subcommit- 
tee. I  appreciate  this  opportunity  to  appear  on  behalf  of  the  National  Transportation 
Safety  Board  to  discuss  intercity  bus  safety. 

Before  I  begin,  I  would  like  to  introduce  Mr.  George  Reagle,  Director  of  the  Office 
of  Surface  Transportation  Safety,  and  Mr.  Claude  Harris,  Chief  of  the  Highway  Di- 
vision at  the  Safety  Board. 

Using  data  from  the  National  Highway  Traffic  Safety  Administration  (NHTSA), 
the  Safety  Board  conducted  an  analysis  of  1,698  fatal  bus  accidents  that  occurred 
between  1982  and  1991.  School  buses  and  buses  for  which  a  type  classification  was 
not  specified  were  excluded  from  the  analysis.  During  the  ten  years  examined,  223 
bus  occupants  were  killed  in  accidents  and  4,533  individuals  were  injured.  The  an- 
nual rate  of  fatalities  ranged  from  a  low  of  8  in  1990  to  a  high  of  34  in  1983  accord- 
ing to  the  analysis.  Bus  accident  fatalities  averaged  22  a  year  over  the  time  period 
examined. 

The  NHTSA  data  aiso  included  occupant  injuries  in  fatal  bus  accidents.  According 
to  this  information  bus  accident  injuries  ranged  from  343  in  1988  to  531  in  1987. 
On  average  453  individuals  were  injured  a  year  in  the  bus  accident  data  examined 
by  the  Safety  Board.  Because  the  data  examined  only  covered  accidents  resulting 
in  a  fatality,  the  Safety  Board  believes  the  number  of  all  accidents  involving  buses 
is  larger  than  reflected  by  the  data. 
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Intercity  bus  safety  has  been  of  concern  to  the  Safety  Board  since  our  first  major 
bus  investigation  on  March  7,  1968,  in  Baker,  California.  As  a  result  of  that  acci- 
dent and  subsequent  accident  investigations,  the  Safety  Board  has  identified  several 
recurring  issues.  These  issues  include  driver  qualifications,  selection  and  training, 
state  ana  federal  motor  carrier  oversight,  and  vehicle  maintenance.  Safety  Board  in- 
vestigations have  disclosed  that  inadequate  motor  carrier  oversight  in  the  above 
areas  was  a  primary  factor  in  several  intercity  bus  accidents.  Several  recommenda- 
tions have  been  issued,  and  some  improvements  in  bus  driver  qualifications  and 
training  requirements  have  been  noted. 

Some  of  these  issues  were  addressed  in  the  Commercial  Motor  Vehicle  Safety  Act 
of  1986.  That  law  requires  the  Federal  Highway  Administration  (FHWA)  to  estab- 
lish minimum  national  standards  for  licensing  drivers  of  large  trucks  and  buses. 
Each  state  is  required  to  administer  testing  and  licensing  for  commercial  drivers  to 
ensure  that  they  meet  the  minimum  qualifications.  Nationwide,  all  drivers  were  re- 
quired to  have  a  commercial  driver's  license  (CDL)  after  April  1,  1992.  Although  the 
Safety  Board  has  not  evaluated  the  effectiveness  of  the  CDL  program  we  believe  it 
is  a  step  in  the  right  direction  since  it  was  designed  to  eliminate  multi-state  motor 
carrier  licenses  and  improved  training  standards.  We  also  believe,  however,  an  eval- 
uation of  the  program  is  needed. 

Between  1988  and  1992,  the  Safety  Board  investigated  three  accidents  involving 
buses  owned  and  operated  by  Greyhound  Lines,  Inc.  Those  accidents  occurred  in: 

•  Nashville,  Tennessee,  on  November  19,  1988; 

•  Donegal,  Pennsylvania,  on  June  26,  1991;  and 

•  Caroline,  New  York,  on  August  3,  1991. 

The  Safety  Board's  reports  of  those  accidents  have  been  provided  to  the  sub- 
committee for  your  information. 

Following  those  investigations,  the  Safety  Board  identified  several  concerns  with 
the  carriers  oversight  of  its  driver  operations,  specifically,  the  adequacy  of  new  driv- 
er training  programs;  the  adequacy  of  information  provided  to  drivers  about  routes; 
and  the  adequacy  of  programs  to  monitor  driver  experience  and  performance.  The 
Safety  Board  sent  recommendations  dealing  with  these  issues  and  the  recommenda- 
tions are  classified  "Closed-Acceptable  Action." 

Another  issue  common,  but  not  causal,  in  all  three  of  these  accidents  is  bus  driver 
fatigue.  In  this  regard,  the  combined  report  of  the  Donegal,  Pennsylvania,  and  Caro- 
line, New  York,  accidents  states  that  Greyhound  should  develop  effective  policies 
that  allow  employees  to  turn  down  driving  assignments  and  report  off  duty  when 
they  are  impaired  by  lack  of  sleep  or  are  otherwise  unfit  for  duty.  The  Safety  Board 
understands  that  the  Greyhound  in-service  training  program  includes  a  discussion 
of  this  issue,  and  employees  will  be  encouraged  to  monitor  their  nutritional  and 
sleep  needs. 

Currently,  the  Safety  Board  is  investigating  the  July  26,  1992,  intercity  bus  acci- 
dent in  Vernon,  New  Jersey.  The  bus  was  owned  and  operated  by  Sensational  Gold- 
en Sons  Bus  Service,  Inc.,  and  was  transporting  49  passengers  to  an  amusement 
park  near  Vernon  from  Brooklyn,  New  York.  The  bus  driver  lost  control  of  the  bus 
as  it  was  descending  a  steep  grade  with  two  sharp  curves.  It  struck  a  car,  over- 
turned, struck  a  second  car,  and  then  caught  fire  before  coming  to  rest.  Six  bus  pas- 
sengers were  killed,  and  all  other  occupants  received  minor  to  critical  injuries. 

One  of  the  issues  being  examined  as  a  part  of  the  investigation  is  state  and  na- 
tional regulations  concerning  the  operation  and  inspection  requirements  of  intercity 
bus  companies. 

The  complexity  of  identifying  intercity  bus  carriers  was  identified  as  an  issue  in 
the  Vernon  accident.  Sensational  Golden  Sons  Bus  Service,  Inc.  was  granted  operat- 
ing authority  by  the  Interstate  Commerce  Commission  (ICC)  in  December  1990. 
However,  the  Federal  Highway  Administration  (FHWA),  which  is  responsible  for 
safety  oversight  of  the  intercity  bus  industry,  had  no  knowledge  of  this  carrier  be- 
cause it  had  not  been  entered  on  its  Motor  Carrier  Management  Information  System 
(MCMIS),  the  method  by  which  motor  carriers  are  identified  for  a  safety  audit. 

Further,  the  bus  owner/operator  was  not  authorized  by  the  New  York  Department 
of  Transportation  (DOT)  to  operate  in  the  State  of  New  York.  He  bad  received  no- 
tices of  violations  from  the  New  York  DOT  in  June  and  September  1989  for  failing 
to  have  a  bus  safety  inspection,  and  for  operating  without  authority. 

We  believe  that  the  motor  carrier  identification  and  registration  problems  high- 
lighted in  the  Vernon  accident  are  not  unique  and  may  be  characteristic  of  a  sys- 
temic problem. 

During  our  investigation,  we  obtained  from  the  ICC  a  list  of  1,098  new  passenger 
carriers  to  which  ICC  had  granted  operating  authority  in  calendar  years  1988 
through  1991.  We  randomly  selected  632  of  the  new  passenger  carriers  from  this 
list  and  asked  the  FHWA  to  determine  how  many  of  these  carriers  were  known  to 
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it.  Although  some  of  these  carriers  may  have  dropped  out  of  the  active  motor  carrier 
population  since  being  granted  ICC  authority,  the  FHWA  reported  that  286  pas- 
senger carriers,  or  45  percent,  were  not  listed  on  its  MCMIS.  The  Safety  Board  will 
be  looking  at  this  issue  further  as  a  result  of  the  Vernon  accident. 

Problems  with  FHWA's  utilization  of  ICC  motor  carrier  registration  data  first 
came  to  our  attention  in  1977  when  an  ICC-registered  trucking  company  that  was 
not  known  to  the  FHWA  collided  with  a  school  bus  near  Rustburg,  Virginia.  Three 
school  bus  passengers  were  killed  when  the  tractor-semi  trailer  crashed  into  the 
school  bus  while  children  were  boarding.  As  a  result  of  this  accident,  the  Safety 
Board  recommended  that  the  FHWA  request  from  the  ICC  the  names  of  all  current 
and  future  ICC-registered  carriers.  Similar  recommendations  were  sent  to  the 
FHWA  in  1978  and  1984  as  a  result  of  other  accidents  involving  carriers  unknown 
to  the  FHWA.  The  FHWA  assured  the  Safety  Board  that  corrective  action  would  be 
taken.  However,  the  issues  raised  in  the  Vernon  accident  make  it  clear  that  the  cor- 
rective actions  may  not  have  been  effective. 

The  Safety  Board's  inspection  of  the  Vernon  accident  bus  revealed  several  me- 
chanical deficiencies  that  were  factors,  including  the  condition  of  the  brakes.  As  a 
result  of  our  findings,  the  Safety  Board,  along  with  the  Pennsylvania  Public  Utility 
Commission,  the  Pennsylvania  Department  of  Transportation  and  the  New  Jersey 
State  Police,  conducted  two  roadside  inspections  of  intercity  buses  in  September 
1992  in  Pennsylvania  and  New  Jersey  to  determine  the  extent  of  this  problem. 

These  inspections  resulted  in  70  percent  of  the  buses  inspected  In  Pennsylvania, 
and  43  percent  of  those  in  New  Jersey  being  placed  out  of  service,  primarily  because 
of  brake  defects.  Because  buses  are  extremely  difficult  to  inspect  without  a  pit  or 
a  means  to  raise  them  off  the  ground,  and  because  these  inspections  also  may  in- 
volve dealing  with  large  numbers  of  passengers,  the  Safety  Board  believes  that 
buses  do  not  receive  the  same  level  of  scrutiny  as  commercial  trucks.  Consequently, 
there  may  be  a  larger  problem  with  their  mechanical  condition  than  is  currently 
known. 

Mr.  Chairman,  we  expect  completion  of  the  investigation  of  the  Vernon,  New  Jer- 
sey accident  this  spring,  and  we  will  forward  the  report  to  the  Committee  as  soon 
as  it  is  available. 

In  conclusion,  the  Safety  Board  believes  that  intercity  bus  safety  is  an  important 
matter  and  has  designated  it  as  an  investigation  area  to  be  emphasized.  As  a  result 
of  previous  accident  investigations,  the  Safety  Board  has  identified  the  qualifica- 
tions, selection,  and  training  of  drivers  and  the  adequacy  of  information  provided 
to  drivers  about  routes  as  issue  areas.  Because  of  the  recent  Vernon  accident,  the 
Safety  Board  is  revisiting  the  issue  of  the  adequacy  of  federal  and  State  oversight 
of  intercity  bus  operations.  The  Safety  Board  believes  that  based  on  the  investiga- 
tion so  far,  there  are  problems  with  FHWA's  utilization  of  ICC  new  motor  carriers 
information.  This  accident  also  shows  the  need  for  safety  inspections  of  intercity 
buses  to  ensure  that  they  are  in  safe  mechanical  condition. 

And  finally,  there  is  a  need  for  an  evaluation  of  the  commercial  drivers  license 
program  to  quantify  its  effectiveness. 

Mr.  Chairman,  the  Safety  Board's  recent  accident  investigations  reveal  that  more 
could  and  should  be  done  to  improve  intercity  bus  safety.  We  look  forward  to  work- 
ing with  your  panel  to  help  bring  about  needed  improvements. 

Mr.  Chairman,  I  would  he  happy  to  respond  to  any  questions  that  you  may  have. 

Senator  EXON.  Mr.  Vogt,  thank  you  very  much.  Next,  we  will  call 
on  the  Honorable  Joseph  Canny,  Deputy  Assistant  Secretary  for 
Policy  and  Regulatory  Affairs  of  the  Department  of  Transportation. 

Mr.  Canny. 

STATEMENT  OF  JOSEPH  F.  CANNY,  DEPUTY  ASSISTANT  SEC- 
RETARY FOR  POLICY  AND  REGULATORY  AFFAIRS,  DEPART- 
MENT OF  TRANSPORTATION 

Mr.  Canny.  Thank  you,  Mr.  Chairman.  We  also  appreciate  the 
invitation  to  participate  in  the  hearing. 

Although  he  is  not  able  to  be  here  today,  Secretary  Pena  has  al- 
ready, in  his  short  term  in  office,  expressed  interest  and  concern 
about  bus  transportation  issues.  From  his  personal  experience,  he 
knows  the  need  for  an  effective  intercity  bus  system  to  provide  for 
the  needs  of  some  of  the  lower  income,  the  younger  and  the  older 
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citizens,  particularly  those  in  rural  areas.  He  will  be  paying  per- 
sonal attention  to  these  issues. 

The  Secretary  particularly  wants  us  to  work  on  the  question  of 
assuring  that  there  will  be  a  connected,  seamless  transportation 
system  so  people  can  really  move  around  from  origins  to  destina- 
tions around  the  country  in  an  efficient  and  effective  way,  moving 
between  carriers  and  between  modes  in  the  most  efficient  manner 
possible. 

Having  said  that,  I  will  briefly  talk  about  conditions  in  the  indus- 
try and  then  some  areas  of  particular  interest  to,  and  within  the 
jurisdiction  of,  the  Department  of  Transportation.  First,  as  to  con- 
ditions in  the  industry,  I  would  like  to  begin  by  complimenting  the 
GAO  on  the  excellent  report  which  they  submitted  to  you  last  sum- 
mer. That  really  laid  out  the  conditions  that  have  been  changing 
in  the  Nation  as  a  whole,  as  well  as  those  affecting  the  bus  indus- 
try in  particular. 

Over  the  past  three  decades,  increasing  personal  income,  increas- 
ing automobile  ownership,  and  declining  rural  population,  have  led 
to  enormous  changes  in  market  conditions  for  the  bus  industry. 
Those  conditions,  in  turn,  have  led  to  the  serious  problem  of  aban- 
donment of  service  where  we  have  gone  from  about  17,000  cities 
served  in  1968  down  to  only  about  5,700  served  in  1992.  Other  con- 
ditions have  played  a  role  in  that  as  well.  Airline  deregulation  and 
the  resulting  lower  airfares,  as  well  as  continuing  Federal  support 
for  Amtrak,  also  affect  the  competitive  conditions  of  the  industry. 

Those  factors,  along  with  the  Bus  Regulatory  Reform  Act  of  1982 
and  the  Greyhound-Trailways  acquisition,  have  resulted  in  fun- 
damental changes  in  the  industry.  No  longer  do  we  have  two  bus 
systems  that  essentially  compete  and  cooperate  with  each  other. 
Now,  those  independent  bus  carriers  who  used  to  be  affiliated  with 
Trailways,  and  who  coordinated  their  schedules  for  purposes  of 
interlining  passengers  at  Trailways  terminals,  must  rely  on  Grey- 
hound in  many  cases;  that  is,  they  must  rely  on  a  competitor  rath- 
er than  an  affiliate  to  provide  a  coordinated  system. 

DOT  anticipated  this  situation  to  some  extent  at  the  time  of  the 
Greyhound-Trailways  acquisition,  and  we  urged  the  ICC  to  main- 
tain some  oversight  of  competitive  conditions  in  the  industry.  The 
study  of  the  industry  which  the  Commission  announced  yesterday 
seems  to  us  to  be  a  very  good  approach  to  obtaining  the  informa- 
tion necessary  to  support  possible  actions,  and  we  would  expect  to 
cooperate  in  that  study. 

Within  the  areas  of  DOT  jurisdiction  the  principal  tools  that  we 
have  to  deal  with  the  bus  industry  have  been  enhanced  by  the 
Intermodal  Surface  Transportation  Efficiency  Act  of  1991.  The 
Rural  Transportation  Assistance  Program,  the  section  18  program, 
now  requires  that  funds  be  set  aside  to  support  intercity  bus  serv- 
ice. States  have  to  spend  a  certain  share  of  their  allocation  to  assist 
in  that  service  unless  the  Governor  of  a  State  certifies  that  existing 
service  is  adequate. 

The  Federal  Transit  Administration  has  recently  issued  its  guid- 
ance on  this  program.  We  have  had  somewhat  limited  participation 
up  to  this  point,  but  we  expect  that  with  the  program  guidance  out, 
the  bulk  of  the  States  will  be  moving  to  utilize  these  funds  to  de- 
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velop  plans  and  to  actually  implement  programs  with  the  set-aside 
funds  over  the  coming  months. 

We  should  note,  however,  that  some  States  have  already  certified 
to  us — actually  four  States  in  fiscal  year  1992 — that  they  do  not 
have  unmet  intercity  bus  transportation  needs,  and  therefore  they 
would  not  be  using  the  set-aside  funds  for  that  purpose.  Those  four 
States  were  Maryland,  Missouri,  Texas,  and  West  Virginia.  Thus 
far,  only  Vermont  has  so  certified  for  fiscal  year  1993. 

ISTEA  also  provides  great  additional  flexibility  for  States  in 
spending  their  highway  and  transit  funds,  and  we  think  that  will 
help  a  lot  in  promoting  intermodal  terminals  and  connectivity  of 
service.  Just  yesterday  we  had  a  delegation  from  New  Orleans 
come  in  and  explain  to  us  how  they  were  going  to  be  working  on 
improved  terminal  facilities  to  serve  both  rail  and  bus  in  the  city 
of  New  Orleans. 

I  should  also  mention  an  area  of  intense  interest  that  is  going 
to  be  coming  up  in  the  next  year  or  so,  implementation  of  the 
Americans  With  Disabilities  Act.  That  act  requires  accessibility  in 
intercity  bus  travel  on  a  phased  basis,  but  basically  by  1996  or 
1997.  The  Office  of  Technology  Assessment  is  doing  a  study  on  the 
feasibility  of  providing  accessibility  features.  That  report  is  due  out 
this  summer,  and  the  Department  of  Transportation  will  then  have 
to  issue  regulations  on  intercity  bus  accessibility  within  1  year. 

We  are  going  to  have  a  very  difficult  time,  frankly,  achieving 
some  sort  of  reasonable  balance  between  meeting  the  accessibility 
objectives  of  the  Americans  With  Disabilities  Act,  and  recognizing 
the  capital  requirements  needed  to  meet  those  objectives  in  Tight  of 
the  somewhat  fragile  financial  condition  of  the  bus  industry. 

Finally,  I  would  like  to  talk  very  briefly  about  safety;  and  the 
first  thing  I  want  to  emphasize,  as  Mr.  Vogt  did,  is  that  the  inter- 
city bus  industry  and  intercity  bus  transportation  are  very  safe. 
Over  the  decade  from  1981  to  1990,  the  fatality  rates  for  intercity 
bus  transportation  were  less  than  one-tenth  of  the  fatality  rates  for 
auto  transportation.  Very  very  few — averaging  16  per  year  over 
that  period — fatalities  occur  in  intercity  bus  transportation. 

We  want  to  keep  it  that  way,  and  we  have  intensified  our  efforts. 
Within  the  Federal  Highway  Administration,  we  are  working  on 
enhanced  inspection  systems,  and  we  have  an  organization  in  place 
to  try  to  provide  additional  attention  to  the  bus  industry. 

I  can  address,  perhaps  in  subsequent  discussions,  the  question  of 
the  census  of  bus  carriers  that  Chairman  Vogt  raised,  and  I  will 
be  glad  to  address  any  other  questions  that  you  may  wish  to  direct 
to  us.  Thank  you. 

[The  prepared  statement  of  Mr.  Canny  follows:] 

Prepared  Statment  of  Joseph  Canny 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  delighted  to  be  here  this 
morning.  I  commend  you,  Mr.  Chairman,  for  holding  these  hearings  and  providing 
the  opportunity  for  all  parties  to  discuss  the  issues  listed  in  your  letter  of  invitation. 

The  Department  of  Transportation  (DOT)  acknowledges  the  significance  of  the 
intercity  bus  industry.  The  Secretary  is  particularly  concerned  about  the  continuing 
availability  of  regular  route  bus  service  to  important  segments  of  the  population- 
the  young,  the  elderly,  and  those  with  below  average  incomes-who  have  few  viable 
alternative  means  of  travel.  Although  the  intercity  travel  market  share  of  the  bus 
industry  has  been  declining,  it  has  a  vital  role  to  play.  The  Department  believes 
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that  it  is  important  to  maintain  and  encourage  a  safe,  efficient,  and  connected  na- 
tional intercity  network  including  all  modes  oftransportation. 

To  this  end,  we  are  in  the  process  of  implementing  the  intercitybus  provisions 
of  the  Intermodal  Surface  Transportation  Efficiency  Act  of  1991  (ISTEA)--especially 
Section  18(i)  of  the  Federal  Transit  Act.  We  will  work  with  Congress,  the  Interstate 
Commerce  Commission  (ICC)  and  the  industry  to  foster  and  promote  a  viable  inter- 
city bus  system  in  all  parts  of  the  nation. 

I  want  first  to  say  a  few  words  about  several  of  the  current  issues  confronting 
this  industry,  then  focus  on  three  areas  where  the  Department  has  significant  juris- 
diction: implementation  of  ISTEA,  and  the  Americans  with  Disabilities  Act  (ADA), 
and  motor  carrier  safety. 

RURAL  AND  SMALL  COMMUNITY  SERVICE 

There  has  been  a  long  history  of  service  abandonments  by  the  bus  industry  going 
back  at  least  to  the  early  1970's.  The  reasons  for  these  abandonments  include  re- 
duced demand,  increased  average  incomes  which  allow  individuals  to  switch  to  other 
modes,  as  well,  as  Essential  Air  Service  and  rail  passenger  subsidies.  Bus  ridership 
has  been  declining  for  many  years  as  travel  by  automobile  became  economically  ac- 
cessible to  the  vast  majority  of  U.S.  residents.  As  Interstate  highways  were  com- 
pleted, bus  companies  changed  some  routes  to  save  travel  time  and  bypassed  inter- 
mediate stops  between  larger  points. 

Airline  deregulation  has  also  affected  small  community  bus  service,  as  it  is  often 
now  cheaper  for  travelers  to  drive  to  a  larger  community  and  continue  on  by  air 
than  to  travel  by  bus,  Subsidized  rail  service  by  Amtrak  is  also  available  to  some 
of  these  points,  with  fares  that  are  comparable  and  service  that  is  better  and  more 
comfortable. 

To  put  these  numbers  in  perspective,  about  1,800  communities  lost  all  regular 
route  service  between  1972  and  1979,  a  period  when-bus  service  was  fully  regulated. 
Since  the  Bus  Regulatory  Reform  Act  of  1982  (BRRA)  abandonments  have  contin- 
ued. A  1986  ICC  report  showed  that  an  additional  3,763  communities  had  lost  all 
intercity  bus  service  hetween  1982  and  1986. 

The  1990  Greyhound  strike  was  a  catalyst  for  further  service  losses.  Before  the 
strike,  intercity  service  by  all  bus  carriers  was  being  provided  to  about  10,000  com- 
munities. A  June  1992  General  Accounting  Office  (GAO)  report  on  the  intercity  bus 
industry  estimated  that  as  of  November  1991  intercity  buses  served  about  5,700  lo- 
cations. 

In  many  cases,  small  communities  were  served  by  bus  only  because  state  regu- 
latory commissions  would  not  permit  abandonment,  even  though  losses  on  the  serv- 
ice (and  sometimes  overall  losses)  were  clearly  being  suffered  by  the  bus  carriers. 
"Service"  was  in  some  cases  only  several  times  per  week.  The  state  preemption  pro- 
visions of  the  BRRA  enabled  carriers  to  stop  unprofitable  service  they  had  tried  to 
drop  for  years. 

COMPETITIVE  ISSUES  IN  THE  BUS  INDUSTRY 

The  passage  of  the  BRRA  and  the  subsequent  acquisition  of  Trailways  in  1987 
(the  second  largest  bus  carrier  and  a  Tailing  firnr)  by  Greyhound  (the  largest) 
brought  fundamental  change  to  the  industry.  No  longer  do  we  have  two  bus  systems 
that  essentially  both  compete  and  cooperate  with  each  other  to  provide  nationwide 
bus  service.  Now  those  independent  bus  carriers  which  used  to  be  affiliated  with 
Trailways,  and  coordinated  their  schedules  for  purposes  of  interlining  passengers  at 
Trailways  terminals,  must  rely  instead  on  Greyhound  in  many  cases. 

DOT  anticipated  this  situation  and  filed  comments  with  the  ICC  in  support  of 
Greyhound's  acquisition  of  Trailways.  However,  in  the  interest  of  the  concerns  ex- 
pressed by  the  independent  carriers  at  the  time,  we  urged  a  temporary  prohibition 
against  "unreasonable"  refusals  to  interline,  and  oversight  by  the  ICC  to  determine 
any  need  for  additional  conditions  to  attach  to  its  approval  of  the  acquisition.  The 
ICC  did  not  adopt  these  conditions  because  it  believed  competitive  forces  would  pre- 
vent abuses. 

The  1990  strike  at  Greyhound,  and  the  Chapter  11  bankruptcy  that  followed  on 
its  heels,  have  further  heightened  the  tension  between  Greyhound  and  the  inde- 
pendent carriers.  During  the  bankruptcy,  and  since  emerging  successfully  from  it, 
Greyhound  has  understandably  had  to  analyze  the  profitability  of  each  segment  of 
its  operations,  including  ownership  and  subleasing  of  its  terminals  and  under  what 
conditions  it  will  accept  other  carriers'  tickets.  The  resulting  terminal  access  and 
ticket  exchange  problems  have  been  brought  before  the  ICC  for  its  review  and  pos- 
sible action. 
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ISTEA  AND  OTHER  ASSISTANCE 

Although  the  ICC  is  the  economic  regulator  of  the  intercity  bus  industry,  DOT  has 
an  overall  policy  role  in  encouraging  a  "seamless"  transportation  system. 

The  revised  Section  18  assistance  contained  in  the  ISTEA  is  likely  to  enhance 
State  efforts  to  maintain  intercity  rural  and  small  community  bus  service.  The  Act 
requires  States  to  spend  a  portion  of  the  Section  18  allocation  to  assist  intercity  bus 
service,  unless  the  Governor  of  a  State  certifies  that  the  existing  service  is  adequate. 

The  Federal  Transit  Administration  (FTA)  has  recently  issued  its  program  guid- 
ance circular  to  reflect  the  new  statewide  planning  and  flexible  funding  provisions 
of  ISTEA  and  to  underscore  the  importance  of  the  State's  role  in  identifying  rural 
and  small  community  needs  and  allocating  funds  to  meet  them.  Furthermore,  FTA 
requires  that  when  intercity  bus  facilities  (e.g.,  terminals)  are  provided  with  these 
funds,  such  facilities  must  be  made  available  for  use  on  a  reasonable,  nondiscrim- 
inatory basis  to  other  carriers. 

It  should  be  noted  that  this  is  a  new  program  that  is  just  beginning  to  accomplish 
its  goals.  While  waiting  for  the  FTA's  final  guidance  to  be  published,  many  States 
programmed  FY  92  funds  for  intercity  bus  service  into  a  reserve  account,  allowing 
for  specific  projects  to  be  selected  later.  All  States  were  in  compliance  with  the  re- 
quirements in  their  programming  of  FY  92  funds,  either  by  programming  the  funds 
for  specific  projects,  programming  a  reserve,  holding  back  five  percent  of  the  FY  92 
funds  for  later  obligation,  or  by  issuing  a  Governor's  certification.  Now  that  FTA 
guidelines  are  published,  and  set-aside  funds  are  available,  we  anticipate  that  the 
program  will  expand.  The  States  can  be  expected  to  program  a  variety  of  innovative 
projects  of  both  capital  and  operating  assistance,  planning,  marketing  and  technical 
assistance. 

Maryland,  Missouri,  Texas  and  West  Virginia  certified  that  current  intercity  serv- 
ice was  adequate  for  FY  1992,  and  that  they  intended  to  apply  these  funds  to  other 
needs.  Thus  far,  only  Vermont  has  so  certified  for  FY  1993. 

An  important  component  of  ISTEA  is  the  Surface  Transportation  Program  (STP), 
a  major  transportation  block  grant  type  program  authorized  at  close  to  $24  billion 
for  fiscal  years  1992-1997.  States  may  use  STP  funds  for  capital  costs  of  publicly 
owned  bus  terminals  and  facilities.  Such  funds  may  also  be  used  for  a  broad  range 
of  transit  and  highway  capital  projects  and  bus  projects  such  as  passenger  waiting 
areas,  passenger  loading  areas,  maintenance  garages,  parking  lots  associated  with 
a  terminal,  and  kiosks  and  other  information  centers,  in  addition  to  the  construction 
of  terminals. 

The  ISTEA  allows  for  the  transfer  of  STP  funds  to  the  FTA  for  capital  projects 
under  the  Federal  Transit  Act,  including  the  purchase  of  buses  by  public  or  non- 
profit entities  under  section  18.  These  entities  can  then  lease  the  buses  to  private 
sector  carriers. 

Other  joint  Federal  Railroad  Administration/FTA  programs  provide  funding  and 
encourage  studies  of  multimodal  passenger  terminals  linking  various  modes,  par- 
ticularly where  the  city  and  its  metropolitan  planning  organization  are  committed 
to  the  concept,  and  where  the  proposed  project  could  serve  as  a  cost-effective  exam- 
ple of  modal  integration.  Cities  where  planning  projects  have  been  funded  include: 
Chicago,  Milwaukee,  Seattle,  San  Antonio,  Detroit,  Denver,  Orlando,  Atlanta,  and 
Portland,  Maine.  Atlanta  has  complied  its  study. 

IMPACT  OF  THE  AMERICANS  WITH  DISABILITIES  ACT 

The  ADA  will  require  privately-owned  intercity  bus  carriers  to  begin  providing 
service  accessible  to  persons  with  disabilities  by  1996.  The  Office  of  Technology  As- 
sessment (OTA)  study  required  by  the  ADA  is  exploring  cost  effective  alternatives 
for  making  intercity  buses  accessible.  The  final  OTA  report  is  expected  this  summer. 

Within  one  year  of  the  OTA  report,  DOT  must  promulgate  new  implementing  reg- 
ulations, taking  into  consideration  the  OTA  study  recommendations.  We  are  fully 
committed  to  ensuring  accessibility  through  full  implementation  of  ADA  require- 
ments. While  thoroughly  considering  both  the  goals  of  the  ADA  and  the  rec- 
ommendations of  the  OTA  report,  the  Department  must  be  cognizant  that  the  regu- 
lar route  segment  of  the  bus  industry  is  in  a  very  fragile  financial  situation.  We 
need  to  take  account  of  the  possibility  that  imposition  of  significant  accessibility 
costs  could  cause  the  industry  to  curtail  service,  especially  to  small  and  rural  com- 
munities. The  Department  will  consider  the  possibility  of  providing  research  and  de- 
velopment support  for  development  of  accessible  over-the-road  buses. 
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NEW  BUS  SAFETY  INITIATIVES  AT  THE  DEPARTMENT 

The  Federal  Highway  Administration's  (FHWA)  Office  of  Motor  Carriers,  through 
its  Motor  Carrier  Safety  Assistance  Program,  has  developed  a  bus  inspection  video 
and  instruction  manual  to  encourage  increased  use  of  existing  bus  inspection  proce- 
dures and  to  educate  bus  inspectors  in  theproper  methods  for  accommodating  bus 
passengers  when  conducting  inspections.  The  manual  addresses  issues  unique  to 
bus  inspections,  such  as  the  impact  of  delays  on  passenger  safety  and  comfort, 
schedule  convenience,  and  a  carrier's  image  before  the  riding  public.  The  video  and 
manual  also  include  special  instruction  in  public  affairs  and  safety. 

In  the  spring  of  1992,  FHWA  established  within  its  Office  of  Motor  Carriers,  the 
Motorcoach  and  Special  Programs  Division,  to  provide  the  industry  with  a  direct 
point  of  contact  for  regulatory,  research,  safety,  enforcement,  and  other  related  is- 
sues concerning  intercity  bus  operations.  The  National  Motorcoach  Program  imple- 
mented by  this  division  encompasses  a  range  of  activities  designed  to  reduce  the 
number  and  severity  of  accidents  involving  intercity  buses.  The  program  consists  of 
four  important  activities: 

•  Research  and  Development 

•  Industry  Networking  and  Outreach 

•  FHWA  Field  Operations  Activities 

•  International  Activities 

In  the  area  of  research  and  development,  research  is  already  underway  on  the 
number,  severity  and  causes  of  passenger  injuries  in  non-collision  accidents.  This  in- 
cludes research  into  safety  issues  that  may  be  posed  by  standees  on  intercity  buses. 
Research  activities  planned  for  the  next  two  years  include  the  development  of  a 
standardized  driver  training  curriculum,  a  preventive  maintenance  model,  mechanic 
standards,  and  driver  proficiency  criteria. 

Industry  networking  and  outreach  activities  are  also  an  essential  part  of  the  pro- 
gram. The  FHWA  believes  that  it  is  extremely  important  to  understand  the  industry 
and  be  sensitive  to  its  trends  in  order  to  develop  and  implement  efficient  and  effec- 
tive safety  regulations  and  programs.  Seeking  industry  guidance  on  appropriate  ac- 
tivities for  our  research  plan  is  just  one  example  of  how  the  FHWA  is  reaching  out 
to  the  industry  to  improve  safety  on  our  Nation's  highways. 

Field  operations  activities  are  directed  through  FHWA  and  conducted  by  State  en- 
forcement personnel  throughout  the  country.  Intercity  bus  operations  are  receiving 
a  high  priority  in  established  field  programs  such  as  the  Educational  and  Technical 
Assistance  program  and  the  Selective  Compliance  and  Enforcement  program.  In  ad- 
dition, the  division  is  workingwith  field  personnel  to  ensure  that  the  passenger  car- 
rier "census"  maintained  by  FHWA  is  current  and  accurate,  and  that  uniform  re- 
view and  enforcement  procedures  are  followed  by  both  States  and  the  FHWA. 

Finally,  international  activities  at  the  Department  include  reciprocity  issues  con- 
cerning other  governments  such  as  Canada  and  Mexico.  Most  important  is  ensuring 
the  comparability  of  safety  regulations  and  driver  qualifications. 

The  Department  is  committed  to  its  National  Motorcoach  Program  noted  above 
and  believes  that  the  industry  and  members  of  the  general  public  should  have  a 
strong  voice  in  its  future  development. 

CONCLUSION 

Mr.  Chairman,  I  thank  you  again  for  holding  these  important  hearings.  I  would 
be  happy  to  answer  any  questions  you  and  the  Members  of  the  Subcommittee  may 
have. 

Senator  Exon.  Thank  you  very  much,  Mr.  Canny. 

And  now  I  will  call  on  John  Anderson,  Associate  Director  of 
Transportation  Issues  at  the  General  Accounting  Office.  Mr.  Ander- 
son. 

STATEMENT  OF  JOHN  H.  ANDERSON,  JR.,  ASSOCIATE  DIREC- 
TOR, TRANSPORTATION  ISSUES;  ACCOMPANIED  BY  FRANK 
MULVEY,  ASSISTANT  DIRECTOR,  GENERAL  ACCOUNTING  OF- 
FICE 

Mr.  Anderson.  Thank  you,  Mr.  Chairman. 

With  me  today  is  Frank  Mulvey,  who  is  responsible  for  our  re- 
views of  competition  and  consumer  protection  issues.  And  I  would 
also  like  to  recognize  the  staff,  and  ask  them  to  stand  in  the  back, 
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that  did  all  the  hard  work  on  the  study  that  you  were  complimen- 
tary about:  Teresa  Spisak,  Mike  Hartnett,  and  Sarah  Brandt. 

We  appreciate  the  opportunity  to  discuss  our  1992  Report  on  the 
Availability  of  Intercity  Bus  Service.  This  morning  I  would  like  to 
discuss  the  continuing  decline  in  intercity  bus  service,  the  social 
and  economic  implications  of  this  decline,  and  State  and  Federal  ef- 
forts to  assist  those  who  have  lost  service. 

For  over  40  years  the  intercity  bus  industry  has  been  declining 
as  ridership  losses  and  higher  operating  costs  led  to  declining  prof- 
its. In  1982  the  Bus  Regulatory  Reform  Act  was  passed  in  the  hope 
that  it  would  reverse  the  decline.  The  act  gave  bus  firms  greater 
freedom  to  discontinue  unprofitable  service,  set  fares,  and  enter 
markets. 

However,  it  did  not  stem  the  industry's  decline.  Today,  except  for 
regional  bus  firms,  Greyhound  is  the  only  remaining  nationwide 
provider  of  scheduled  intercity  bus  service.  It  has  faced  problems 
with  a  continuing  drivers'  strike,  a  recent  bankruptcy  reorganiza- 
tion, and  intermittent  complaints  filed  with  the  ICC  by  smaller  re- 
gional bus  firms  charging  Greyhound  with  anticompetitive  prac- 
tices. 

As  the  industry  declined,  so  has  the  number  of  locations  receiv- 
ing service.  In  1982  intercity  buses  served  about  12,000  locations; 
today  they  serve  about  5,100.  Most  of  the  areas  that  have  lost  serv- 
ice are  small,  geographically  isolated  rural  communities  that  have 
no  rail  or  air  service.  Although  the  evidence  is  limited,  it  suggests 
that  the  reduced  service  has  been  felt  most  by  those  who  are  least 
able  to  afford  and  least  likely  to  have  access  to  other  transpor- 
tation. Former  bus  riders  witnout  access  to  public  transportation 
can  be  stranded  unless  they  can  depend  upon  friends  or  family  for 
rides. 

In  our  report  we  identified  20  States  that  had  programs  to  sup- 
port intercity  bus  service.  The  purpose  of  many  of  these  programs 
has  been  to  support  service  on  routes  that  might  otherwise  be 
abandoned,  or  to  make  existing  bus  service  more  accessible.  Some 
States  also  encourage  local  transit  agencies  to  provide  connecting 
or  feeder  service  to  nearby  intercity  bus  stops.  These  connecting 
services  may  effectively  substitute  for  direct  intercity  bus  service 
for  communities  not  on  main  routes.  They  may  also  be  more  cost 
effective  than  intercity  bus  service  on  sparsely  traveled  routes,  be- 
cause the  rural  and  small  urban  transit  agencies  operate  smaller 
buses  and  vans. 

The  Intermodal  Surface  Transportation  Efficiency  Act  of  1991, 
ISTEA,  includes  provisions  to  stem  the  tide  of  reduced  intercity  bus 
service.  For  fiscal  years  1992  through  1997,  the  act  sets  aside  about 
$122  million  in  Federal  grant  funds  for  States  to  use  specifically 
for  intercity  bus  service.  However,  a  State  does  not  have  to  use  the 
funds  if  the  Governor  certifies  that  the  State's  bus  needs  are  being 
met. 

The  act  gives  States  wide  latitude  in  determining  how  to  spend 
the  funds,  and  we  think  this  is  important.  They  can  be  used  for  op- 
erating assistance,  terminal  development  projects,  and  coordination 
between  small  transit  operators  and  intercity  bus  carriers.  This 
flexibility  allows  States  to  develop  their  own  approaches  to  meeting 
intercity  bus  service  needs. 
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The  act  appears  to  be  increasing  the  number  of  States  providing 
assistance  to  support  intercity  bus  service.  In  fiscal  year  1992,  22 
States  programmed  over  $2.1  million  for  a  variety  of  intercity  bus 
needs — 13  of  these  States  were  not  providing  assistance  to  support 
intercity  bus  service  when  we  conducted  our  earlier  review.  For  ex- 
ample, Kansas,  which  did  not  previously  provide  assistance  for 
intercity  bus  service,  now  plans  to  use  the  funds  to  provide  van 
service  on  a  75-mile  route  that  was  abandoned  by  Greyhound  sev- 
eral years  ago. 

In  fiscal  year  1992,  as  one  of  the  other  witnesses  mentioned,  only 
four  States  certified  that  their  needs  were  being  met  and  that  they 
did  not  intend  to  use  the  set-aside  funds  for  intercity  bus  service. 
As  we  understand  it,  the  remaining  24  States  have  not  decided  if 
or  how  to  use  their  1992  set-aside  funds. 

During  our  review,  we  identified  several  factors  that  could  limit 
the  use  of  the  set-aside  funds  and  we  made  several  recommenda- 
tions to  the  Federal  Transit  Administration  to  clarify  how  the 
funds  could  be  used.  For  example,  we  believe  that  feeder  service 
provided  by  local  transit  agencies  transporting  people  to  intercity 
bus  stops  enhances  access  to  bus  service  in  some  remote,  rural 
areas. 

At  the  time  of  our  review,  it  was  not  clear  what  aspects  of  this 
service  were  eligible  for  the  set-aside  funds.  Therefore,  we  rec- 
ommended that  FTA  clarify  which  aspects  of  feeder  service  would 
be  eligible  for  funding.  FTA  agreed  with  us  and  clarified  its  guid- 
ance as  we  recommended. 

Since  scant  data  exists  on  the  effects  of  declining  bus  service,  we 
also  recommended  that  FTA  allow  the  set-aside  funds  to  be  used 
to  gather  data  to  identify  needs.  We  felt  that  this  would  enable 
States  and  localities  to  better  understand  the  effects  of  declining 
bus  service  and  develop  appropriate  responses.  FTA  also  agreed 
with  this  recommendation.  In  fiscal  year  1992,  five  States  pro- 
grammed some  funds  for  this  purpose  and  Florida  is  using  its  en- 
tire 1992  set-aside  to  study  its  intercity  bus  needs. 

Finally,  we  recommended  that  FTA  monitor  a  labor  protection 
provision  of  the  Federal  Transit  Act,  Section  13(c),  that  could  delay 
or  prevent  the  use  of  set-aside  funds.  FTA  also  agreed  with  this 
recommendation  and  I  am  happy  to  report  that  so  far  the  13(c)  re- 
quirement does  not  seem  to  have  caused  any  problems  with  using 
the  set-aside  funds. 

In  conclusion,  Mr.  Chairman,  deregulation  of  the  intercity  bus  in- 
dustry in  1982  did  not  improve  the  industry's  financial  condition  or 
stop  the  long-term  decline  in  bus  service.  During  the  past  decade 
bus  ridership  has  dropped,  along  with  the  industry's  share  of  the 
intercity  travel  market.  Although  the  effects  of  this  decline  in  serv- 
ice are  difficult  to  assess  because  little  data  are  available,  it  has 
probably  been  felt  most  by  those  with  limited  resources  and  with- 
out access  to  alternative  transportation. 

State  efforts  have  enhanced  access  to  intercity  bus  service  in 
some  rural  areas  and  the  ISTEA  set-aside  program  is  increasing 
the  number  of  States  providing  assistance.  We  believe  that  contin- 
ued Federal  support  will  help  States  to  ensure  the  availability  of 
intercity  bus  service  where  it  is  needed  most. 
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That  concludes  my  prepared  remarks  and  we  would  be  glad  to 
answer  any  questions. 

[The  prepared  statement  of  Mr.  Anderson  follows:] 

Prepared  Statement  of  John  H.  Anderson,  Jr. 

We  appreciate  the  opportunity  to  testify  on  the  availability  of  intercity  bus  serv- 
ice. In  June  1992  we  reported  to  you  on  the  continuing  decline  in  intercity  bus  serv- 
ice, the  social  and  economic  implications  of  this  decline,  and  state  and  federal  efforts 
to  support  intercity  bus  service.1  Our  testimony  today  summarizes  our  findings  and 
updates  some  of  the  information  presented  in  our  report. 

Our  basic  points  are  as  follows: 

•  Since  the  Bus  Regulatory  Reform  Act  of  1982,  nearly  7,000  locations  have  lost 
intercity  bus  service.  This  act  gave  bus  firms  greater  freedom  to  set  fares,  enter 
markets,  and  discontinue  unprofitable  service.  However,  the  conditions  have  contin- 
ued that  led  to  reduced  bus  ridership — increased  competition  from  air  and  rail 
transportation  and  increased  car  ownership. 

•  Most  bus  routes  that  had  been  eliminated  connected  small,  geographically  iso- 
lated rural  communities  that  were  generally  without  passenger  rail  or  air  service. 
Although  evidence  is  limited,  it  suggests  that  the  reduction  in  service  has  been  felt 
most  by  people  who  are  least  able  to  afford  and  least  likety  to  have  access  to  alter- 
native transportation.  While  local  public  transit  services  meet  some  needs,  these 
services  are  available  in  only  60  percent  of  rural  and  small  urban  counties.  Further- 
more, the  extent  to  which  these  services  replace  lost  intercity  bus  service  is  un- 
known. 

•  In  our  1992  report,  we  identified  20  states  that  had  established  programs  to 
support  intercity  bus  service.  The  states'  efforts  to  expand  intercity  bus  transpor- 
tation may  have  been  facilitated  by  the  Intermodal  Surface  Transportation  Effi- 
ciency Act  of  1991  (ISTEA),  which  set  aside  federal  grant  funds  for  intercity  bus 
transportation  needs.2  In  fiscal  year  1992,  22  states  nad  programmed  the  funds. 
Thirteen  of  these  states  had  no  intercity  bus  program  when  we  reported  to  you  last 
year.  The  remaining  states,  however,  have  not  decided  how  to  use  their  funds  or 
have  determined  that  their  needs  are  being  met  and  they  do  not  plan  to  use  the 
funds  for  intercity  bus  service. 

•  We  identified  several  factors  that  could  limit  the  use  of  the  set-aside  funds  and 
made  several  recommendations  to  the  Federal  Transit  Administration  (FTA).  Feeder 
service,  provided  by  local  transit  agencies  transporting  people  to  intercity  bus  stops, 
has  enhanced  access  to  bus  service  in  some  remote  rural  areas.  At  the  time  of  our 
review,  it  was  not  clear  what  aspects  of  this  service  were  eligible  for  the  set-aside 
funds.  Therefore,  we  recommended  that  FTA  clarify  specific  aspects  of  feeder  service 
that  would  be  eligible.  To  ensure  that  the  set-aside  funds  go  to  areas  that  are  most 
in  need  of  intercity  bus  service,  we  also  recommended  that  FTA  allow  states  to  use 
the  funds  for  needs  assessments.  Finally,  we  found  that  the  labor  protection  provi- 
sion of  the  act — section  13(c)  of  the  Federal  Transit  Act — could  delay  the  release  of 
transit  funds  to  states  and  could  result  in  costs  to  states  or  bus  firms  that  would 
constrain  them  from  using  the  set-aside  funds.  Therefore,  we  recommended  that 
FTA  monitor  the  situation  and  resolve  any  problems  that  arose.  FTA  has  been  re- 
sponsive to  all  of  our  recommendations. 

INTERCITY  BUS  SERVICE  HAS  DECLINED  SIGNIFICANTLY  SINCE  THE  INDUSTRY  WAS 

DEREGULATED 

Traditionally,  the  intercity  bus  industry  has  played  a  significant  role  in  connect- 
ing the  nation's  small  towns  and  rural  communities  to  larger  urban  areas  and  to 
each  other.  For  more  than  40  years,  however,  the  industry  has  been  in  decline  as 
ridership  losses  and  increasing  operating  costs  led  to  declining  profits.  Rising  auto- 
mobile use  and  increased  competition  from  rail  and  air  transportation  made  it  dif- 
ficult for  the  bus  industry  to  retain  ridership,  especially  in  the  1970s  and  19805  fol- 
lowing the  formation  of  Amtrak  in  1971  and  deregulation  of  the  airline  industry  in 
1978. 

To  adapt  to  the  changing  competitive  environment,  the  bus  industry  needed  to  re- 
duce costs  and  become  more  efficient.  Prior  to  1982,  however,  federal  and  state  regu- 
lation made  this  difficult.  The  Motor  Carrier  Act  of  1935  gave  the  Interstate  Com- 
merce Commission  (ICC)  the  authority  to  regulate  fares  and  grant  operating  author- 


1  Surface  Transportation:  Availability  of  Intercity  Bus  Service  Continues  to  Decline  (GAO/ 
RCED-92-126,  June  22,  1992). 
2P.L.  102-240,  sect.  3023. 
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ity  for  bus  services  on  interstate  routes.  In  addition,  many  states  regulated  intercity 
bus  fares  and  service  on  intrastate  routes.  To  maintain  the  right  to  operate  over  the 
more  protitable  routes,  intercity  bus  firms  often  had  to  serve  unprofitable  routes, 
revenues  from  the  profitable  services  were  used  to  cross-subsidize  money-losing 
routes.  As  industry  profits  fell,  existing  federal  and  state  regulations  made  it  dif- 
ficult for  bus  firms  to  abandon  unprofitable  routes  or  adjust  fares. 

In  response  to  the  decline  of  the  intercitybus  industry,  the  Congress  enacted  the 
Bus  Regulatory  Ref  orm  Act  of  1982.  This  act  reduced  the  roles  of  the  ICC  and  state 
agencies  in  regulating  the  industry  and  gave  bus  firms  greater  freedom  to  set  fares, 
enter  markets,  and  discontinue  unprofitable  service. 

Although  the  1982  act  provided  regulatory  relief,  intercity  bus  companies  operat- 
ing regular  routes  have  continued  to  experience  declining  profits,  a  loss  of  pas- 
sengers, and  a  shrinking  share  of  the  intercity  travel  market.  Ridership  on  sched- 
uled intercity  buses  has  declined,  profits  have  been  low  or  non-existent,  and  bus 
firms  have  failed.  Today,  the  industry  is  dominated  by  Greyhound — the  only  remain- 
ing nationwide  provider  of  scheduled,  regular-route  intercity  bus  service.3  The  rest 
of  the  industry  consists  of  much  smaller,  regional  firms.4 

Despite  its  dominant  industry  position,  Greyhound  faces  problems  that  include  a 
continuing  strike  by  its  drivers  that  began  in  1990  as  well  as  financial  problems 
that  led  the  firm  to  be  placed  under  chapter  11  bankruptcy  protection  from  June 
1990  through  October  1991.  In  addition,  a  group  of  smaller,  regional  bus  firms  have 
filed  complaints  with  the  ICC  charging  Greyhound  with  anticompetitive  practices 
that  could  further  erode  the  availability  of  intercity  bus  service. 

This  instability  in  the  industry  has  contributed  to  the  problems  of  declining  inter- 
city bus  service.  Intercity  bus  companies  have  eliminated  scheduled  service  on  many 
unprofitable  routes  and  downgraded  service  on  others  in  response  to  falling  demand 
and  worsening  finances.  In  our  1992  report,  we  noted  that  as  of  November  1991 
intercity  buses  served  5,690  locations  compared  with  almost  12,000  in  1982,  a  52- 
percent  decline.  By  January  1993,  the  number  of  locations  served  had  fallen  further 
to  5,160.  Most  of  the  lost  service  has  been  in  rural  areas.  A  relatively  large  portion 
of  the  drop  in  service  since  our  1992  report  occurred  in  Wisconsin,  which  had  bus 
service  at  211  locations  in  November  1991  and  at  only  133  locations  in  January 
1993. 

In  some  cases,  entire  routes  have  been  abandoned,  leaving  large  areas  without 
service,  especially  in  sparsely  populated  midwestern  and  western  states.  For  exam- 
ple, large  sections  of  North  Dakota  no  longer  have  intercity  bus  service.  In  1979, 
668  locations  in  North  Dakota  had  intercity  bus  service;  by  1991,  only  129  locations 
had  service.  While  some  communities  lost  all  bus  service,  others  were  served  by 
fewer  routes  to  fewer  destinations.  As  routes  were  abandoned,  some  riders  had  less 
direct  service  to  some  destinations.  For  example,  in  1982  Greyhound  offered  direct 
service  from  Columbus  to  Grand  Island,  Nebraska,  a  city  located  almost  directly  to 
the  southwest.  Since  this  bus  route  was  abandoned  in  1987,  bus  riders  have  had 
to  go  east  to  Omaha  and  then  back  southwest  to  get  to  Grand  Island.  A  trip  that 
used  to  take  IV2  hours  now  takes  6V2  hours,  and  the  round  trip  can  no  longer  be 
made  in  1  day. 

REDUCED  BUS  SERVICE  AFFECTS  THOSE  WITH  LEAST  ACCESS  TO  TRANSPORTATION 

ALTERNATIVES 

Although  the  decline  in  intercity  bus  service  is  undisputed,  the  social  significance 
and  economic  impacts  of  the  decline  are  difficult  to  assess.  Data  on  the  number  of 
people  affected  by  service  abandonments  and  the  nature  of  this  effect  are  scant. 
Nevertheless,  the  limited  evidence  available  suggests  that  the  riders  who  have  lost 
service  are  those  least  able  to  afford  and  least  likely  to  have  access  to  alternative 
transportation.  For  example,  a  1991  passenger  survey  by  Greyhound  found  that  46 
percent  of  its  passengers  had  household  incomes  of  $15,000  or  less  per  year.5  By 
comparison,  only  24  percent  of  all  households  nationwide  had  incomes  under 
$15,000. 

While  transit  services  in  rural  and  small  urban  areas  meet  some  needs,  it  is  not 
clear  that  these  services  fulfill  the  same  needs  that  intercity  bus  service  once  did. 


3  Greyhound  purchased  Trailways  in  1987.  Greyhound  now  dominates  the  industry  with  75 
percent  of  revenues  and  43  percent  of  the  passengers. 

4 Twenty  other  class  I  bus  firms  provide  mainly  regular-route  bus  service  in  specific  regions. 
The  ICC  defines  class  I  motor  carriers  of  passengers  as  having  average  anntial  gross  revenues 
of  $5  million  or  more  from  passenger  motor  carrier  operations. 

6Greyhound  On  Board  Passenger  Survey,  Apr.  1991. 
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The  Community  Transportation  Association  of  America6  estimated  in  1990  that  40 
percent  of  the  nonmetropolitan  counties  across  the  nation  do  not  have  any  public 
transportation.  Even  where  public  transportation  exists,  the  extent  and  type  oi  serv- 
ice available  varies.  In  some  counties  only  major  towns  are  served.  For  example,  our 
prior  work  found  that  22  counties  in  rural  Minnesota  had  no  public  transit  service, 
and  22  others  had  public  transit  services  in  only  a  few  major  towns.  With  no  bus 
or  public  transit  service,  a  car  may  be  the  only  transportation  alternative,  except 
for  clients  of  a  social  service  agency  that  provides  transportation. 

STATES'  EFFORTS  TO  IMPROVE  INTERCITY  BUS  SERVICE  SHOULD  BE  ENHHNCED  BY  THE 

1991  ACT 

Recognizing  these  unmet  intercity  transportation  needs,  a  number  of  states  have 
ongoing  efforts  to  maintain  or  support  intercity  bus  service  and  these  efforts  seem 
to  he  enhanced  by  funds  set  aside  by  the  Intermodal  Surface  Transportation  Effi- 
ciency Act  to  support  intercity  bus  service.  To  identify  state  activities,  we  surveyed 
transportation  officials  in  all  50  states.  Our  survey  found  20  states  that  are  funding 
activities  to  support  intercity  bus  transportation.7  These  programs  include  subsidies 
to  (1)  support  continued  operations  over  specific  routes,  (2)  provide  carriers  with 
new  vehicles  at  reduced  cost,  and  (3)  finance  terminal  construction  or  rehabilitation. 
The  purpose  of  many  of  these  programs  has  been  to  support  service  on  routes  that 
might  otherwise  be  abandoned  or  to  make  existing  bus  service  more  accessible,  such 
ashy  building  intermodal  terminals.  Both  states  and  localities  have  also  aided  the 
bus  industry  and  its  ridership  in  other  ways,  such  as  through  marketing  and  tech- 
nical assistance  programs. 

State  and  private  entities  have  also  tried  to  enhance  access  to  intercity  bus  serv- 
ice in  rural  areas  by  encouraging  local  transit  agencies  to  provide  connecting  or 
feeder  services  to  intercity  bus  stops.  The  transit  services,  available  in  approxi- 
mately 60  percent  of  the  rural  and  small  urban  counties  nationwide,  meet  many 
transit  needs,  much  services,  which  sometimes  cover  several  counties,  can  also  pro- 
vide transportation  to  intercity  bus  terminals.  These  connecting  services  may  effec- 
tively substitute  for  direct  intercity  bus  service  for  communities  not  on  main  routes. 
They  may  also  be  more  costef  fective  than  intercity  bus  service  on  sparsely  traveled 
routes  because  the  rural  and  small  urban  transit  agencies  operate  smaller  buses 
and  vans. 

Recognizing  the  potential  advantages  of  such  coordination,  Greyhound  and  the 
Community  Transportation  Association  of  America  initiated  the  Rural  Connection 
Program  in  1987.  Transit  providers  participating  in  this  program  transport  people 
between  unserved  areas  and  designated  bus  terminals.  Although  the  program  has 
since  been  discontinued,  as  of  December  1991,  this  program  included  73  transit  pro- 
viders serving  over  850  communities  in  20  states. 

The  Intermodal  Surface  Transportation  Efficiency  Act  appears  to  be  facilitating 
state  efforts  to  assist  the  intercity  bus  industry.  The  act  requires  each  state  to  set 
aside  a  portion  of  its  nonurban  transportation  grant  funds  (section  18  of  the  Federal 
Transit  Act8)  to  develop  and  support  intercity  bus  transportation.  States  must 
spend  at  least  5  percent  of  their  section  18  funds  for  intercity  bus  service  in  fiscal 
year  1992,  10  percent  in  fiscal  year  1993,  and  15  percent  in  subsequent  years.  How- 
ever, a  state  is  excused  from  this  requirement  if  the  governor  certifies  that  the 
state's  intercity  bus  needs  are  being  met.  In  making  this  certification,  the  governor 
may  assess  intercity  bus  needs  relative  to  other  rural  needs  of  the  state. 

Nationwide,  section  18  authorizes  over  $122  million  to  be  set  aside  for  intercity 
bus  service  for  fiscal  years  1992  through  1997.  For  fiscal  year  1992,  the  Department 
of  Transportation  (DOT)  apportioned  over  $106  million  for  section  18,  which  would 
result  in  a  set-aside  of  about  $5.3  million  for  intercity  bus  service.  For  the  current 
fiscal  year  DOT  apportioned  over  $91  million  for  section  18,  which  results  in  a  set- 
aside  of  about  $9  million. 

The  act  gives  states  wide  latitude  in  determining  how  to  spend  the  section  18  allo- 
cation. The  funds  can  be  used  for  operating  assistance,  terminal  development 
projects,  and  coordination  between  small  transit  operators  and  intercity  bus  car- 
riers. Such  flexibility  will  allow  states  to  develop  their  own  approaches  to  meeting 
intercity  bus  service  needs.  In  fiscal  year  1992,  22  states  programmed  section  18 


8The  Community  Transportation  Association  of  America  is  a  national  organization  that  pro- 
vides advocacy  for  and  technical  assistance  to  rural  transportation  operators. 

'These  states  are  Arizona,  California,  Delaware,  Iowa,  Maine,  Maryland,  Massachusetts, 
Michigan,  Nebraska,  Nevada,  New  Jersey,  New  York,  North  Carolina,  North  Dakota,  Oregon, 
Pennsylvania,  Rhode  Island,  Texas,  Vermont,  and  Wisconsin.  Activities  to  support  intercity  bus 
service  in  these  stated  are  funded  by  a  variety  of  federal,  state,  and  local  sources. 

8  Formerly  called  the  Urban  Mass  Transportation  Act  of  1964. 
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set-aside  funds  for  a  variety  of  intercity  bus  needs  (see  app.  I).  They  programmed 
more  than  $500,000  for  capital  projects,  which  include  building  or  remodeling  termi- 
nals; about  $1.5  million  for  operating  assistance:  over  $300,000  for  planning  assist- 
ance; and  about  $100,000  for  other  purposes,  which  include  project  administration 
and  other  state  administrative  activities.  States  have  placed  an  additional  $2.7  mil- 
lion in  reserve  until  they  decide  how  or  if  they  want  to  allocate  the  money.  In  fiscal 
year  1992,  only  four  states  certified  that  their  intercity  bus  needs  were  being  met 
and  that  they  did  not  intend  to  use  the  set-aside  funds  for  intercity  bus  service.9 
However,  24  states  have  not  decided  how  to  use  their  funds  and  have  not  pro- 
grammed any  set-aside  funds.  Some  of  these  states  may  eventually  certify  that  their 
needs  are  being  met — they  have  3  years  to  do  so — and  not  use  the  funds  for  intercity 
bus  service. 

It  is  important  to  recognize  that  more  states  are  providing  assistance  to  support 
intercity  bus  service  as  a  result  of  the  act.  Thirteen  of  the  22  states  that  pro- 
grammed fiscal  year  1992  ISTEA  funds  for  intercity  bus  use  were  not  providing  as- 
sistance to  support  intercity  bus  service  when  we  conducted  our  earlier  review.10 
For  example,  Kansas,  which  did  not  previously  provide  assistance  for  intercity  bus 
service,  now  plans  to  use  section  18  grants  to  fund  van  service  between  Belleville 
and  Salina,  a  distance  of  about  75  miles.  The  route  was  abandoned  several  years 
ago  by  Greyhound. 

FTA  CLARIFIED  ACTIVITIES  ELIGIBLE  FOR  ASSISTANCE  AND  AGREED  TO  MONITOR  LABOR 

PROTECTION  PROVISION 

Our  earlier  work  revealed  several  issues  that  could  limit  using  the  set-aside  funds 
to  support  intercity  bus  service,  and  we  made  several  recommendations  to  FTA  to 
address  these  issues  as  it  developed  guidance  to  implement  the  section  18  set-aside. 
FTA  issued  program  guidance  in  November  1992  and  has  been  responsive  to  our 
recommendations. 

Feeder  service,  provided  by  local  transit  agencies  transporting  people  to  intercity 
bus  stops,  has  enhanced  access  to  bus  service  in  some  remote  rural  areas  and  may 
be  more  costetfective  than  intercity  bus  service  on  sparsely  travelled  routes.  When 
we  issued  our  report,  however,  it  was  not  clear  what  aspects  of  feeder  service  would 
be  eligible  for  the  set-aside  funds.  We  recommended  that  FTA  clearly  state  the  spe- 
cific aspects  of  the  arrangements  between  rural  connection  providers  and  intercity 
bus  carriers  that  count  toward  meeting  the  set-aside  and  to  specifically  include  mar- 
keting efforts  and  extended  hours  of  service,  which  were  found  to  enhance  the  effec- 
tiveness of  these  activities.11  FTA  followed  our  recommendation  and  in  program 
guidance  explicitly  def  ined  these  and  other  aspects  of  feeder  service  that  can  be 
funded  by  the  set-aside  grants. 

Since  scant  data  existed  on  the  effects  of  declining  intercity  bus  service,  we  also 
recommended  that  states  be  allowed  to  use  the  set-aside  funds  to  gather  data  to 
identify  intercity  bus  needs.  FTA  agreed  that  this  activity  was  eligible  for  funding. 
In  fiscal  year  1992,  five  states  programmed  some  section  18  funds  for  planning. 
Florida  is  using  its  entire  1992  set-aside  to  study  the  state's  intercity  bus  needs. 

We  also  reported  that  federal  labor  protection  requirements  might  discourage 
some  states  from  using  section  18  funds  to  assist  the  intercity  bus  industry.  Section 
13(c)  of  the  Federal  Transit  Act  requires  the  Secretary  of  Labor  to  ensure  that  the 
employment  status  and  benefits  of  transit  employees  are  not  harmed  as  a  result  of 
assistance  under  the  act.  For  example,  using  section  18  funds  to  replace  service  on 
a  route  that  an  intercity  carrier  planned  to  drop  could  result  in  the  replacement  car- 
rier's having  to  pay  salary  and  benefits  equal  to  those  paid  by  the  previous  carrier. 
Doing  so  could  be  cost-prohibitive  and  could  thus  discourage  states  from  using  sec- 
tion 18  funds  for  this  purpose.  Section  13(c)  requirements  could  be  an  obstacle  to 
using  federal  transit  funds  because  the  requirements  may  delay  the  release  of  tran- 
sit funds  and  because  the  state  or  carrier  may  incur  costs  as  a  result  of  the  labor 
protection  provisions. 

Our  final  recommendation  was  for  FTA  to  assess  whether  section  13(c)  did,  in 
fact,  pose  a  barrier  to  using  the  set-aside  funds.  If  so,  we  recommended  that  FTA 
work  with  the  Department  of  Labor  to  resolve  any  problems.  The  Department  of 
Transportation  agreed  to  monitor  the  situation  and  to  work  with  the  Department 
of  Labor  to  resolve  any  concerns  that  arise.  So  far,  section  13(c)  does  not  seem  to 


9 These  states  were  Maryland,  Missouri,  Texas,  and  West  Virginia. 

10  The  following  states  obligated  1992  funds  for  intercity  bus  service  but  did  not  have  intercity 
bus  programs  when  we  conducted  our  prior  review:  Alaska,  Arkansas,  Florida,  Hawaii,  Idaho, 
Illinois,  Kansas,  Kentucky,  Minnesota,  Mississippi,  South  Dakota,  Washington,  and  Wyoming. 

11  Frederic  Fravel,  Elisabeth  Hayes,  and  Kenneth  Hosen,  The  Intercity  Bus  Feeder  Project 
Program  Analysis,  (Bethesda,  Md.:  Ecosometrics,  Inc.,  1990). 
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have  caused  problems  with  using  the  set-aside  funds.  We  do  not  know  of  any  in- 
stance in  which  the  labor  provision  is  preventing  states  from  using  the  section  18 
funds  for  intercity  bus  service. 

CONCLUSIONS 

Since  regulatory  reform  of  the  intercity  bus  industry  in  1982,  about  7,000  loca- 
tions have  lost  bus  service.  Most  of  these  locations  are  in  small  rural  towns  without 
apv  other  public  transportation.  The  limited  evidence  available  suggests  that  the 
riders  who  have  been  losing  service  are  those  least  able  to  afford  and  least  likely 
to  have  access  to  alternative  transportation. 

Many  states  have  provided  funds  to  prevent  further  deterioration  or  elimination 
of  intercity  bus  service.  Furthermore,  states'  efforts  to  expand  intercity  bus  trans- 
portation may  have  been  facilitated  by  the  section  18  set-aside.  FTA's  guidance  on 
implementing  the  set-aside  allows  the  states  flexibility  to  develop  their  own  ap- 
proaches to  meeting  intercity  bus  needs  and  allows  states  to  use  the  funds  to  collect 
information  to  better  understand  the  effect  of  declining  service  and  develop  appro- 
priate responses.  Continued  federal  support  will  help  states  to  ensure  the  availabil- 
ity of  intercity  bus  service  where  it  is  needed  most. 

Mr.  Chairman,  that  concludes  our  testimony.  We  would  be  happy  to  respond  to 
any  questions  you  or  the  Subcommittee  might  have. 


Appendix  I— State  Obligations  for  Intercity  Bus  Projects  Under  the  Intermodal 
Surface  Transportation  Efficiency  Act,  Fiscal  Year  1992 


State 

Capital  protects 

Operating  assistance 

Planning  assistance 

Other' 

Alaska  

Arizona 

Arkansas  

Florida  

Hawaii  

Idaho  

Illinois  

Iowa  

Kansas  

Kentucky  

Maine  

Massachusetts  

Michigan 

ft 
ft 
ft 
ft 
ft 
ft 
ft 
ft 
$35,000 
60,000 

ft 

50,000 

202.057 

ft 

ft 

6,000 

ft 
I2) 
ft 

180,600 

I2) 
ft 

$19,038 

77,000 

77,066 

ft 

ft 

48,627 

168,600 

106,406 

49,643 

79,726 

60,000 

ft 

ft 

272,845 

96,446 

I2) 

I2) 

28,850 

30,866 

ft 
398,401 

ft 

ft 
$20,000 

ft 
160,140 

ft 
ft 
ft 

ft 

I2) 
ft 
I2) 

20,000 

ft 

I2) 

I2) 

ft 
11,000 

ft 
ft 
ft 
ft 

19,694 

ft 

$38,000 

25,000 

I2) 
20,951 

ft 
ft 
ft 
ft 
I2) 
ft 
ft 
ft 

Minnesota  . 

ft 

Mississippi 

Nebraska 

Nevada 

North  Dakota  

ft 

7,000 

9,734 

(2) 

South  Dakota  .. 

ft 

Washington 

I2) 

Wisconsin 

Wyoming  

ft 
ft 

Total 

533,657 

1,513,154 

311,834 

100,685 

1  Includes  project  administration  and  state  admnsraion 
'  No  funds  obligated 

Note:  States  have  placed  an  additional  S2.736.t89  in  reserve  until  they  decide  how  fiey  wish  to  allocate  the  money. 

Source:  DOT. 

Senator  Exon.  Mr.  Anderson,  thank  you  very  much. 

Let  me  start  with  you,  Mr.  Vogt.  You  gave  us  some  statistics  on 
the  percentage  of  buses  that  you  found  with  less  than  adequate 
brakes  and  so  forth.  Are  there  any  reliable  statistics  with  regard 
to  the  incidence  of  accidents  by  buses?  The  number  of  buses  now 
running  is  obviously  considerably  less  than  10  years  ago;  has  the 
accident  ratio  of  buses,  given  the  miles  traveled  and  number  of 
buses  on  the  road,  gone  up  or  stayed  the  same  or  gone  down? 
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Mr.  Vogt.  It  appears  to  have  stayed  about  the  same.  Most  of  the 
accident  data  that  we  can  access  from  the  National  Highway  Traf- 
fic Safety  Administration  has  to  do  with  accidents  involving  fatali- 
ties. We  do  not  have  information  regarding  accidents  where  there 
were  no  fatalities,  so  we  think  that  there  are  more  accidents  than 
the  data  base  suggests. 

If  you  just  trace  the  fatal  accidents  over  the  last  10  years,  they 
average  about  22  a  year  and  there  seems  to  be  no  pattern  of  in- 
crease or  decrease.  So,  we  have  no  basis  to  conclude  that  they  have 
fluctuated  over  that  period  of  time,  although  it  is  acknowledged 
that  the  miles  traveled  has,  in  all  likelihood,  decreased  substan- 
tially. 

Senator  Exon.  Do  I  suspect  properly  that  the  age  of  the  buses 
has  increased  a  great  deal  too? 

Mr.  Vogt.  I  do  not  have  an  answer  for  you  on  that.  I  do  not 
know  that. 

Senator  Exon.  Would  you  kindly  provide  that  for  the  record? 

Mr.  Vogt.  I  certainly  will. 

[The  information  referred  to  follows:] 

There  currently  is  no  central  data  base  which  collects  statistics  covering  intercity 
bus  fleet  age.  Discussions  with  industry  representatives  indicate  a  bus  now  remains 
in  the  original  purchaser's  fleet  approximately  7  to  10  years.  That  same  bus  is  likely 
to  be  resold  and  may  average  3  to  5  years  in  service  under  the  second  fleet  owner. 
The  bus  may  finally  be  sold  to  church  or  not-for-hire  carriers  for  which  use  statistics 
are  unavailable. 

Senator  Exon.  Is  Greyhound  putting  new  buses  in  service  today? 

Mr.  Vogt.  I  am  afraid — somebody  later  in  this  panel  will  have 
a  direct  answer  for  you  on  that,  Mr.  Chairman.  We  do  not  know. 

Senator  Exon.  Chairman  McDonald,  let  me  ask  you.  A  number 
of  witnesses  will  testify  to  their  approval  of  the  ICC's  new  study 
for  intercity  bus  service.  There  is  concern,  however,  that  this  study 
may  drag  on  as  an  open-ended  exercise,  which  may  delay  any  need- 
ed action.  Do  you  have  an  intended  target  date  for  completing  this 
study?  What  actions  will  you  take  to  ensure  that  this  investigation 
leads  to  a  meaningful  regulatory  response? 

Ms.  McDonald.  Yes,  Mr.  Chairman,  we  do  have  a  target  date. 
We  hope  to  have  our  results  to  you  by  midsummer.  We  internally 
were  imposing  a  mid-June  date  on  ourselves.  We  have  found,  quite 
frankly,  that  there  has  been  a  very  enthusiastic  response  from  all 
sectors  of  the  industry,  and  we  are  allowing  them  to  have  a  longer 
period  in  which  to  submit  public  comments  for  the  record.  But  that 
is  the  only  extension  I  see  right  now. 

Our  staff  will  work  hard  to  meet  its  own  deadlines,  and  I  would 
say  to  you,  even  with  a  little  flex  time,  right  after  July  4  I  should 
have  our  recommendations  to  you.  We  have  several  cases  pending 
which  depend  on  the  study  itself  for  further  and  broader  informa- 
tion and,  as  you  know,  I  have  pledged  to  facilitate  our  work  and 
get  our  cases  out.  So,  we  are  well  aware  of  your  desire  and  it  meets 
with  our  own  deadlines  as  well.  We  will  have  this  study  out.  It  will 
not  delay  things. 

Senator  Exon.  Ms.  McDonald,  the  witness  from  Minnesota,  Mr. 
Halvorson,  later  will  testify  that  carriers  receiving  funds  under 
Section  18  of  the  Federal  Transit  Act,  and  operating  vehicles  carry- 
ing no  more  than  15  passengers  should  be  exempt  from  ICC  regula- 
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tion.  This  would  permit  these  operators  to  carry  the  State-man- 
dated level  of  insurance  instead  of  meeting  the  higher  Federal  re- 
quirements. 

Do  you  have  a  view  on  the  merits  of  such  an  exemption? 

Ms.  McDonald.  We  have  had  discussions  with  those  officials, 
and  what  we  have  tried  to  point  out  to  them  is  that  the  insurance 
levels  are  intended  to  protect  citizens  no  matter  where  they  may 
have  an  accident.  And  we  think  that  is  very  important. 

We  have  no  power  to  exempt  that,  as  you  know,  but  we  are  work- 
ing with  the  State,  and  we  believe  we  have  an  idea  where  perhaps 
we  can  work  out  use  of  our  self-insurance  provisions.  And  that 
would  help  the  State  meet,  at  a  lower  cost,  its  obligations  to  insure 
our  citizens. 

Senator  Exon.  Mr.  Canny,  let  me  turn  to  you.  Mr.  Schmeider  of 
Greyhound  will  testify  that  intercity  bus  service  has  received,  by 
far  the  smallest  level  of  Federal  support,  compared  with  other 
transportation  modes,  net  of  user  fees,  over  the  last  30  years. 

Do  you  agree  with  that  finding  or  that  conclusion?  What  does 
this  suggest  to  you  as  the  administration  rethinks  the  Federal  Gov- 
ernment's transportation  support  policy  as  to  the  various  modes? 

Mr.  Canny.  I  think  that  the  statement  is  basically  correct,  that 
the  bus  industry  has  received  less  in  terms  of  direct  Federal  sup- 
port. However,  the  basic  highway  construction  program,  financed 
out  of  user  fees,  has  been  a  major  support  for  the  bus  industry.  The 
completion  of  the  Interstate  System  and  the  continued  upgrading 
of  our — maintenance  and  upgrading  of  our  highway  system  pro- 
vides the  basic  infrastructure  that  the  industry  has  to  rely  upon. 

We  certainly  do  have  to  be  cognizant  of  differences  in  support 
levels.  But  I  frankly  do  not  envision,  at  this  point,  suggestions  for 
major  changes.  I  think  that  the  section  18  program  that  I  referred 
to  in  my  testimony  provides  a  good  vehicle  for  getting  support 
through  the  States  to  enhance  intercity  transportation — intercity 
bus  service. 

Senator  Exon.  Mr.  Canny,  I  want  to  ask  you  a  question  or  two 
about  the  section  18  program.  Several  recent  editorials  from  news- 
papers in  my  State  of  Nebraska  have  objected  to  the  Federal  sec- 
tion 18  set-aside  requirements  for  intercity  bus  service  because,  in 
this  case,  it  would  mean  less  funds  for  Nebraska's  Handi-Bus  Pro- 
gram. 

What  is  DOT's  response  to  this  objection,  particularly  since  total 
funding  under  section  18  has  not  increased  significantly? 

Mr.  Canny.  The  basic  decision  on  whether  to  use  that  set-aside 
amount  for  intercity  service  lies  with  the  State.  If  the  State  con- 
cludes that  intercity  bus  service  is  adequate,  then  they  can  certify, 
to  that  effect,  to  us,  and  continue  to  use  all  of  the  section  18  funds 
for  the  more  traditional  uses.  So,  it  is  really  a  matter  of  the  State 
setting  its  own  priorities  and  deciding  whetner  their  conditions  are 
in  compliance  with  what  the  standards  of  the  Congress  provided  in 
the  law. 

Senator  Exon.  Mr.  Anderson,  let  me  turn  to  you.  I  am  going  to 
pose  this  question,  and  I  also  would  say  to  the  panel,  that  if  you 
have  any  input  from  your  perspective,  I  invite  you  to  indicate  that 
you  would  like  to  make  a  response.  So,  I  am  going  to  direct  this 
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to  Mr.  Anderson,  but  if  you  have  anything  that  you  would  like  to 
add,  please  feel  free  to  do  so,  Mr.  Canny. 

Mr.  Anderson,  do  you  believe  that  the  current  section  18  funding 
levels  are  adequate  to  revitalize  the  rural  intercity  bus  service? 
Does  it  make  sense  for  local,  specialized  section  18  van  operators, 
intercity  bus  providers,  to  compete  for  the  same  funds,  or  should 
those  be  separate  and  distinct  programs? 

Mr.  Anderson.  I  think  that  the  flexibility  that  the  act  allows  is 
a  good  thing  right  now.  One  of  the  things  that  is  going  to  be  prob- 
lematic, though,  is  that  the  ISTEA  authorize  levels  have  not  been 
funded  in  1993.  To  the  extent  that  that  continues  and  that  the  ac- 
tual appropriations  fall  short  of  the  authorized  levels,  that  is  going 
to  place  increasing  pressures  on  the  States  to  make  these  tough  de- 
cisions about  where  to  use  the  funds. 

Senator  Exon.  Let  me  ask  this  of  any  of  you  who  would  like  to 
comment.  My  question  has  to  do  with  the  health  of  the  bus  indus- 
try. And  we  know  it  is  in  pretty  dire  straits  today.  Are  the  fortunes 
of  all  of  the  intercity  bus  carriers  linked  together  over  the  long 
term?  Is  a  healthy  Greyhound  good  for  the  industry?  What  would 
happen  to  bus  service  if  Greyhound's  nationwide  bus  network  col- 
lapsed and  went  out  of  business? 

It  would  seem  to  me  that  would  be  a  major  disaster  for  our  ef- 
forts to  try  to  improve  intercity  service. 

Ms.  McDonald.  Well,  certainly,  Mr.  Chairman,  I  think  we  cer- 
tainly want  to  preserve  as  much  service  as  we  possibly  can.  And 
I  think  it  would  be  terrible  if  we  lost  the  many  places  Greyhound 
serves.  I  think  what  we  are  looking  for  is  a  way  to  encourage  both 
more  service  and  to  improve  the  relationships  among  the  carriers, 
all  of  whom  are  providing  very  substantial  service. 

Senator  Exon.  Any  other  comments  on  that? 

Mr.  Anderson.  I  would  just  like  to  make  a  comment.  I  believe 
we  have  some  concern  about  the  overall  competitiveness  of  the  in- 
dustry, with  Greyhound  being  such  a  dominant  one.  And  we  really 
applaud  the  ICC  study  that  is  planned,  and  look  forward  to  seeing 
the  results.  I  think  that  is  a  good  thing. 

You  know,  in  the  airline  industry,  we  have  been  concerned  be- 
cause of  the  number  of  airlines  that  have  been  dwindling  and  the 
potential  adverse  effect  that  that  could  have  on  consumers.  Well, 
we  have  a  situation  that  is  already  a  little  bit  worse  that,  possibly, 
in  the  intercity  bus  industry.  And  I  think  it  is  something  that 
needs  to  be  looked  at  closely. 

Senator  Exon.  Mr.  Canny. 

Mr.  Canny.  I  would  concur  in  that.  We  were  very  distressed  at 
the  time  of  the  Greyhound  acquisition  of  Trailways,  but  it  was 
quite  clear  that  if  it  had  not  been  for  that  acquisition,  Trailways 
would  soon  be  in  bankruptcy,  and  it  was  a  "failing  firm."  The  loss 
of  service  to  these  communities  and  the  loss  of  capable  carriers  is 
a  real  concern. 

Greyhound,  unquestionably,  is  the  backbone  of  the  nationwide 
service,  and  their  continued  survival  is  important.  But  so  is  the 
continued  survival  and  healthy  functioning  of  the  regional  carriers. 

Senator  Exon.  We  will  have  some  additional  questions  for  the 
record  that  we  would  like  to  have  each  of  you  respond  to  as  quickly 
as  you  can,  so  we  might  include  those  in  tne  record. 
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I,  therefore,  thank  this  panel  once  again  for  being  here  this 
morning.  Is  there  anything  else  that  any  of  you  would  like  to  add 
after  the  hearing  as  to  advice  and  counsel  that  you  would  give  us 
as  we  join  to  work  together  to  try  to  solve  this  problem  that  is  par- 
ticularly important  to  rural  sections  of  our  great  country? 

Mr.  Canny.  Could  I  just  make  one  quick  point,  Mr.  Chairman? 
I  thought  we  might  get  into  this  in  the  discussion.  Chairman  Vogt 
identified  a  problem  in  our  safety  program — that  we  had  not  identi- 
fied a  number  of  intercity  bus  carriers,  and,  consequently,  they 
were  not  in  our  census.  That  resulted  from  our  erroneous  interpre- 
tation of  the  way  in  which  ICC  grants  operating  authorities.  We 
think  we  have  corrected  that  now,  and  since  that  problem  was 
identified,  we  have  added  about  1,300  carriers  to  our  census,  and 
they  are  now  subject  to  the  regular  safety  oversight.  We  acknowl- 
edge that  it  was  a  problem,  but  we  think  we  have  fixed  it. 

Mr.  Vogt.  We  are  certainly  glad  to  know  that.  [Laughter.] 

Senator  Exon.  Mr.  Canny,  we  are  very  appreciative  of  the  fact 
that  the  new  Secretary  of  Transportation  has  come  on  board,  with 
what  I  interpret  as  a  definite  concept  of  getting  things  done  cor- 
rectly. I  think,  since  he  is  from  a  Midwestern  or  Western  State  and 
since  he  knows  what  some  of  the  problems  are  in  rural  America, 
we  feel  that  we  have  a  good  advocate  up  there.  I  am  particularly 
impressed  with  his  up-front  attitude  with  regard  to  getting  into  it, 
to  see  if  we  can  solve  the  manifold  problems  in  the  airline  industry 
that  I  am  also  involved  in  on  another  subcommittee  of  this  com- 
merce committee.  And  so,  I  believe  we  have  a  Department  of 
Transportation  that  is  attuned  to  first  recognizing  the  problems  we 
have,  and  second  to  trying  to  do  something  about  them. 

Mr.  Canny.  Thank  you  very  much.  Those  of  us  in  the  career 
service  in  the  Department  are  really  very  pleased  to  be  working 
with  Secretary  Peria.  All  of  the  characteristics  you  noted  are  very 
evident  in  his  working  with  the  staff.  I  will  convey  to  him  your 
compliments. 

Thank  you. 

Senator  Exon.  Thank  all  of  you  very  much,  and  you  are  excused. 

I  now  will  call  panel  No.  1,  the  Honorable  Maxine  Moul,  Lt.  Gov- 
ernor of  the  State  of  Nebraska;  Mr.  Elliot  Sander,  Deputy  Assistant 
Commissioner  for  Transit  of  the  State  of  New  York;  and  Mr.  Ran- 
dall K.  Halvorson,  Director,  Office  of  Transit  Services  for  the  De- 
partment of  Transportation,  the  State  of  Minnesota. 

I  cannot  tell  you  how  delighted  we  are  to  have  you  State  officials 
before  us.  Although  it  is  customary,  inside  the  beltway  at  least,  to 
think  of  Nebraska  and  Minnesota  as  rural  States,  we  do  not  cus- 
tomarily think  of  New  York  as  a  rural  State.  But  I  have  been  in 
the  State  of  New  York  enough  to  know  that  there  are  a  tremendous 
number  of  rural  areas  in  the  State  of  New  York  that  I  suspect  are 
being  affected  just  as  adversely  with  this  proposition,  as  are  some 
of  the  rest  of  the  States. 

I  will  call,  first  of  all,  upon  my  longtime  friend  and  fellow  co- 
worker in  politics  and  in  government,  Lieutenant  Governor  of  the 
State  of  Nebraska,  Maxine  Moul. 

Governor,  welcome. 
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STATEMENT  OF  MAXINE  B.  MOUL,  LIEUTENANT  GOVERNOR, 
STATE  OF  NEBRASKA;  ACCOMPANTED  BY  ALLAN  L.  ABBOTT, 
DIRECTOR  AND  STATE  ENGINEER,  NEBRASKA  DEPARTMENT 
OF  ROADS 

Ms.  Moul.  Thank  you  very  much,  Mr.  Chairman.  It  is  my  pleas- 
ure to  be  with  you  this  morning.  I  am  here  not  only  as  Lieutenant 
Governor  of  the  State  of  Nebraska,  but  also  as  chairperson  of  the 
Nebraska  Rural  Development  Commission.  The  Commission  was 
established  by  Gov.  Ben  Nelson  at  the  beginning  of  our  term  of  of- 
fice in  1991.  And  we  have  been  very,  very  involved  in  various  is- 
sues relating  to  rural  development  in  the  State  of  Nebraska. 

During  the  next  few  minutes,  I  will  discuss  the  need  for  intercity 
bus  service  in  Nebraska,  and  some  of  the  obstacles  to  providing 
this  service.  I  will  also  propose  some  solutions. 

Nebraska,  as  the  chairman  very  well  knows,  is  a  fairly  large  but 
sparsely  populated  State.  Outside  of  our  two  urban  areas  of  Lincoln 
and  Omaha,  we  have  almost  900,000  people  occupying  76,500 
square  miles,  or  less  than  12  persons  per  square  mile.  Since  1980, 
83  of  our  93  counties  have  declined  in  population.  Also,  over  14 
percent  of  our  population  is  65  vears  of  age  or  older.  One-half  of 
our  535  communities  have  less  than  350  population.  In  fact,  many 
of  our  citizens  live  over  100  miles  from  any  town  of  5,000  popu- 
lation or  larger. 

This  means  that  they  are  over  100  miles  from  medical  services, 
from  schools  of  higher  learning,  from  shopping  centers,  and  from 
any  transportation  connection  to  the  rest  of  the  world. 

Rural  isolation  accelerates  the  decline  of  those  83  counties  and 
200-plus  communities  that  I  have  just  mentioned. 

The  public  transportation  program  developed  under  your  leader- 
ship, Senator  Exon,  has  allowed  many  transit-dependent  citizens  to 
continue  to  live  in  their  familiar  surroundings  and  near  their 
friends.  The  program  allows  them  to  socialize  at  their  senior  cen- 
ters and  visit  their  local  doctors.  When  needed,  the  local  system 
van  will  transport  them  to  larger  communities. 

Across  the  northern  portion  of  the  State,  a  private  sector  van 
provides  twice  weekly  service  between  two  small  urban  commu- 
nities that  are  320  miles  apart.  No  town  between  is  over  3,000  pop- 
ulation. Although  only  an  average  of  10  passengers  board  the  van 
each  day,  many  of  these  riders  testify  that  without  the  van  they 
could  not  visit  relatives  outside  the  area  or  keep  medical  appoint- 
ments in  Omaha.  Without  the  van,  they  would  have  to  sell  their 
lifelong  homes  and  move  hundreds  of  miles  to  a  metropolitan  area. 

Obviously,  this  spare  population  cannot  fiscally  support  intercity 
motor  coach  service.  Rising  operation  and  insurance  costs,  and  the 
loss  of  bus  freight  revenue  to  the  package  services  has  resulted  in 
the  loss  of  most  of  our  intercity  bus  service,  other  than  that  which 
runs  along  Nebraska's  only  Interstate  Highway  1-80. 

The  map  attached  to  this  testimony  shows  the  amount  of  service 
lost  since  1977.  Thirty  counties  and  130  towns  lost  bus  service  dur- 
ing these  15  years. 

We  accept  the  fact  that  much  intercity  bus  service,  especially  the 
regional  services,  requires  public  assistance.  For  several  years,  Ne- 
braska, using  Federal  Transit  Administration  demonstration  funds 
and  energy  funds,  subsidized  two  regional  bus  systems.  We  soon 
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discovered  that  since  the  buses  served  several  counties,  the  local 
governments  either  could  not  or  did  not  desire  to  provide  public  as- 
sistance to  a  service  which  might  be  construed  as  assisting  some- 
one not  in  that  taxing  district.  We  also  discovered  that  State  assist- 
ance for  service  which  crossed  a  State  line  was  restricted  to  our 
State  only. 

I  am  recommending,  therefore,  that  intercity  bus  service,  espe- 
cially that  service  crossing  State  lines,  be  allowed  100  percent  FTA 
assistance,  excluding  a  match  requirement.  I  believe  that  neighbor- 
ing States  would  be  more  inclined  to  join  Nebraska  in  a  dual-State, 
regional  service  if  only  FTA  funds  were  involved. 

Nebraska  is  developing  an  essential  statewide  intercity  bus  net- 
work. This  network  will  rely  heavily  on  an  extension  of  the  local 
rural  systems  as  well  as  the  regional  systems.  The  local  rural  sys- 
tems are  actually  the  foundation  of  rural  transportation.  During 
the  last  one-half  of  this  past  decade,  as  the  section  18  funds  dwin- 
dled, all  of  these  FTA  funds  were  dedicated  to  operating  subsidies. 

The  authorizations  included  in  ISTEA  were  encouraging  to  us. 
We  hoped  that  some  of  our  24  counties  not  currently  served  by  any 
public  transportation  could  be  brought  into  the  program.  But  the 
1993  appropriations  dampened  our  expectations. 

As  important  as  intercity  bus  service  is,  the  local  service  is  iust 
as  essential.  If  the  section  18  funds  were  appropriated  as  author- 
ized, successful  intercity  and  local  service  would  be  likely.  How- 
ever, the  reduced  appropriations,  in  concert  with  the  added  cost  for 
ADA  and  drug/alcohol  testing  compliance,  will  so  adversely  affect 
the  program  that  few  rural  transportation  services  can  survive,  ei- 
ther intercity  or  local. 

Another  issue  which  is  of  concern  to  Governor  Nelson  and  which 
is  adversely  impacting  our  regional  carriers  are  some  unilateral  ac- 
tions by  the  Greyhound  Bus  Co.  Greyhound  has  increased  its  ter- 
minal fees  by  nearly  30  percent.  Arrow  Stage  Lines  operates  at  a 
marginal  profit  into  the  Greyhound  Omaha  terminal,  and  the  fee 
increase  is  straining  their  operation.  Arrow  Stage  is  not  a  Grey- 
hound competitor,  but  provides  a  feeder  service  to  the  Greyhound 
system. 

Greyhound  also  recently  announced  that  it  would  no  longer  par- 
ticipate in  Russell's  Guide.  The  guide  is  the  only  general  national 
publication  of  bus  schedules,  and  without  Greyhound's  participa- 
tion, the  publication  will  probably  not  survive. 

Greyhound  will  publish  its  own  guides,  and  others  can  be  in- 
cluded if  they  pay  Greyhound's  price.  These  actions  are  not  condu- 
cive to  coordinated,  cooperative  transportation. 

In  summary,  we  request  and  urge  that  section  18  program  be 
funded  as  authorized,  that  the  required  local  match  for  multi-State 
intercity  service  be  reduced  or  eliminated,  and  that  pressure  be 
placed  on  the  Greyhound  Bus  Co.  to  cease  its  monopolistic  actions 
relative  to  the  regional  bus  systems. 

Thank  you  very  much  for  the  opportunity  to  speak  before  you.  I 
have  with  me  Mr.  Allan  Abbott,  who  serves  as  State  engineer  and 
director  of  the  Nebraska  Department  of  Roads,  and  he  is  available 
to  answer  your  questions  also. 

[The  prepared  statements  of  Ms.  Moul  and  Mr.  Abbott  follow:] 
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Prepared  Statement  of  Ms.  Maxine  Moul  and  Allan  L.  Abbott 

I  am  grateful  for  the  opportunity  to  appear  before  this  panel  to  discuss  the  impor- 
tance of  the  intercity  bus  program  to  a  rural  and  sparsely  populated  state  like  Ne- 
braska. As  the  Chair  of  the  Nebraska  Rural  Development  Commission,  I  know  well 
the  opportunities  and  challenges  which  this  program  provides  to  our  rural  commu- 
nities. During  the  next  few  minutes,  I  will  discuss  the  need  for  intercity  bus  service 
in  Nebraska,  and  some  of  the  obstacles  to  providing  this  service,  ana  in  addition 
I  hope  to  propose  come  workable  solutions  to  these  problems. 

Nebraska  is  a  fairly  large,  but  sparsely  populated  state.  Exclusive  of  our  two  ur- 
banized areas,  we  have  890,500  persons  occupying  76,500  square  miles  of  land,  or 
less  than  12  persons  per  square  mile.  Since  1980,  83  counties  nave  declined  in  popu- 
lation. Also,  over  14  per  cent  of  our  population  is  sixty-five  years  of  age  or  older. 
There  are  more  than  200  cities  in  Nebraska  with  a  population  of  317  or  less.  In  fact, 
many  of  our  citizens  live  over  100  miles  from  any  town  of  5,000  or  larger.  This 
means  they  are  over  100  miles  from  medical  services,  from  schools  of  higher  learn- 
ing, from  shopping  centers,  and  from  any  transportation  connection  to  the  rest  of 
the  world. 

Rural  isolation  accelerates  the  decline  of  those  83  counties  and  200-plus  cities 
mentioned  above.  The  public  transportation  program  has  allowed  many  transit-de- 

f>endent  citizens  to  continue  to  live  in  their  familiar  surroundings  and  near  their 
riends.  The  program  allows  them  to  socialize  at  their  senior  centers,  visit  their  local 
doctor,  and  when  needed,  the  local  system  van  will  transport  them  to  the  larger 
communities. 

Across  the  northern  portion  of  the  state,  a  van  provides  twice  weekly  service 
betweeen  two  small  urban  communities  320  miles  apart.  No  town  between  is  over 
3,000  in  Population.  Although  only  an  average  of  ten  passengers  board  the  van  each 
trip,  many  of  these  riders  testify  that  without  the  van,  they  could  not  visit  relatives 
outside  the  area  or  keep  medical  appointments  in  Omaha.  Without  she  van,  they 
would  have  to  sell  their  lifelong  home  and  move  hundreds  of  miles  to  a  metropolitan 
area. 

Obviously,  this  sparse  population  cannot  fiscally  support  intercity  motor  coach 
service.  Pising  operation  and  insurance  costs  and  the  loss  of  bus  freight  revenue  to 
the  package  services  has  resulted  in  the  loss  of  most  of  our  intercity  bus  service 
other  than  that  which  runs  over  the  Interstate  highway.  The  attached  map  shows 
the  amount  of  service  lost  since  1977.  Thirty  counties  and  130  towns  lost  bus  service 
during  these  fifteen  years. 

We  accept  the  fact  that  much  intercity  bus  service,  especially  the  regional  Serv- 
ices, requires  public  assistance.  For  several  years,  Nebraska,  using  Federal  Transit 
Administration  demonstration  funds  and  energy  funds,  subsidized  two  regional  bus 
systems.  We  soon  discovered  that  since  the  buses  served  several  counties,  the  local 
governments  either  could  not,  or  did  not  desire  to  provide  public  assistance  to  a 
service  which  might  be  construed  as  assisting  someone  not  in  the  taxing  district. 
We  also  discovered  that  state  assistance  for  service  which  crossed  a  state  line  was 
restricted  to  our  state  only,  am  recommending  therefore,  that  intercity  bus  service, 
especially  that  service  crossing  state  lines,  be  allowed  100  percent  FTA  assistance 
excluding  a  matching  requirement.  I  believe  that  neighboring  states  would  be  more 
inclined  to  coin  Nebraska  in  a  dual  state  regional  service  if  only  FTA  funds  were 
involved. 

Nebraska  is  developing  an  essential  statewide  intercity  bus  network.  This  net- 
work will  relv  heavily  on  an  extension  of  the  local  rural  systems  as  well  as  on  the 
regional  systems.  The  local  rural  systems  are  actually  the  roundation  of  rural  trans- 
portation. During  the  last  half  of  this  past  decade,  as  the  Section  18  funds  dwindled, 
all  of  these  FTA  funds  were  dedicated  to  operating  subsidies. 

The  authorizations  included  in  ISTEA  were  encouraging.  Hopefully,  some  of  our 
twenty-four  counties  not  currently  served  by  any  public  transportation  could  be 
brought  into  the  program.  The  1993  appropriations  dampened  our  expectations.  The 
attached  table  shows  that  the  local  share  of  our  1993  section  18  funding  was  only 
$75,000  more  than  our  1991  share. 

As  important  as  intercity  bus  service  is,  the  local  rural  service  is  just  as  essential. 
If  the  Section  18  funds  were  appropriated  as  authorized,  successful  intercity  and 
local  rural  service  would  be  likely.  However,  the  reduced  appropriations  in  concert 
with  the  added  costs  for  ADA  and  drug/alcohol  testing  compliance  will  so  adversely 
impact  the  program,  that  few  rural  transportation  services  can  survive,  either  inter- 
city or  local. 

An  issue  which  is  of  concern  to  Governor  Nelson  and  which  is  adversly  impacting 
our  regional  carriers  are  some  unilateral  actions  by  the  Greyhound  Bus  Company. 
Greyhound  has  increased  its  terminal  fees  by  nearly  30  per  cent.  Arrow  Stage  Lines 
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operates  at  a  marginal  profit  ipto  the  Greyhound  Omaha  Terminal,  and  the  fee  in- 
crease is  straining  their  operation.  And,  Arrow  Stage  is  not  a  Greyhound  competitor, 
but  provides  a  feeder  service  to  the  Greyhound  System.  Greyhound  also  recently  an- 
nounced that  it  would  no  longer  participate  in  "Russell's  Guide."  The  "Guide"  is  the 
only  general  national  publication  of  bus  schedules,  and  without  Greyhound's  partici- 
pation, the  publication  will  orobably  not  survive. 

Greyhound  will  publish  its  own  "Guide"  and  others  can  be  included  if  they  pay 
Greyhound's  price.  These  actions  are  not  conducive  to  coordinated/cooperative  trans- 
portation. 

In  summary,  we  request  that  the  Section  18  program  be  funded  as  authorized, 
that  the  local  match  for  multi-state  intercity  service  be  reduced  or  eliminated,  and 
that  pressure  be  placed  on  the  Greyhound  Bus  Company  to  cease  its  monopolistic 
actions  relative  to  the  regional  bus  systems. 

Thank  you  for  the  opportunity  to  speak  before  you. 
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Senator  Exon.  Madam  Lieutenant  Governor,  thank  you  very, 
very  much.  I  now  wnat  to  recognize  Mr.  Allan  Abbott  as  the  State 
director  of  our  department  of  roads.  I  would  simply  tell  you,  Mr. 
Abbott,  that  we  are  continuing  to  work  very  diligently  for  the  re- 
quest that  you  made  the  last  time  you  were  nere  when  you  saw  me 
about  more  money  for  roads,  especially  that  enhanced  and  ad- 
vanced in  the  President's  program.  We  are  working  on  that.  I  will 
save  you  asking  me  about  that  at  this  time.  [Laughter.] 

Is  there  anything  elseyou  have  on  your  mind  this  morning? 

Mr.  Abbott.  No,  sir.  That  is  about  it  right  now.  [Laughter.] 

Senator  Exon.  Thank  you  very  much. 

Next,  then,  I  will  recognize,  and  then  we  will  come  back  to  ques- 
tions later,  Mr.  Elliot  Sander,  Deputy  Assistant  Commissioner  of 
New  York  State  Department  of  Transportation. 

STATEMENT  OF  ELLIOT  G.  SANDER,  DEPUTY  ASSISTANT  COM- 
MISSIONER FOR  TRANSIT,  NEW  YORK  STATE  DEPARTMENT 
OF  TRANSPORTATION 

Mr.  Sander.  Thank  you.  I  thank  the  subcommittee  chairman- 


Senator  Exon.  Would  you  pull  the  microphone  a  little  closer  to 
you,  please? 

Mr.  Sander.  I  thank  the  subcommittee  chairman  for  inviting 
New  York  State  to  testify  regarding  the  problems  and  proposed 
remedies  for  improvement  of  the  intercity  bus  system.  The  matters 
before  the  subcommittee  are  of  vital  interest  to  New  York  State 
and  to  the  Nation  because  the  very  survival  of  intercity  service  is 
at  risk. 

New  York  has  long  taken  a  proactive  approach  toward  promoting 
intercity  bus  service.  We  believe  it  is  critical  to  ensure  essential 
intercity  bus  service  to  segments  of  our  society  that  depend  on  it — 
to  persons  in  rural  areas  without  access  to  automobiles,  to  stu- 
dents, to  the  elderly,  to  military  personnel,  and  to  others.  Without 
a  safe  and  effective  service,  the  ability  of  these  persons  to  fulfill 
their  travel  needs  would  be  severely  reduced. 

I  want  to  spend  some  time  describing  New  York's  intercity  bus 
program  for  three  reasons.  One,  it  has  oeen  successful  in  stabiliz- 
ing bus  service  in  New  York;  two,  it  is  an  example  that  other 
States  and  USDOT  might  want  to  emulate;  and,  three,  it  is  threat- 
ened by  competitive  issues  in  the  industry  today. 

To  fulfill  its  intercity  service  mission,  New  York  has  focused  on 
planning,  operating  support,  regulation,  and  safety  of  the  intercity 
industry.  New  York  has  worked  closely  with  the  industry  in  devel- 
oping planning  criteria,  geographic,  operating,  and  financial  stand- 
ards to  maintain  competitive  intercity  service  across  the  State.  We 
have  used  our  operating  subsidy  program  to  maintain  services 
which  meet  our  criteria  and  demonstration  routes  to  establish  serv- 
ice where  these  criteria  may  not  initially  be  met.  We  use  our  intra- 
state rate  regulation  to  ensure  the  fitness  of  carriers,  to  ensure 
that  carriers  receiving  subsidy  do  not  earn  a  disproportionate  prof- 
it, and  as  a  selection  process  for  new  carriers. 

Finally,  we  have  ensured  the  safe  operation  of  the  service.  New 
York  has  created  a  public  transportation  safety  board — PTSB — 
which  requires  the  development  of  safety  plans  for  transit  opera- 
tors in  the  State  and  which  investigates  accidents  which  meet  spec- 
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ified  criteria.  Our  regulatory  and  safety  oversight  mechanisms  were 
in  place  when  Greyhound  had  safety  and  maintenance  problems, 
and  we  were,  we  believe,  the  first  State  and  the  only  State  able  to 
act  to  ensure  that  the  safety  of  the  riding  public  was  not  com- 
promised. 

We  are  pleased  to  report  that  due  to  these  efforts,  the  safety  of 
Greyhound  service  was  brought  back  to  standards. 

And  we  do  all  of  this  working  closely  with  private  sector,  inter- 
city providers.  It  is  they  who  are  close  to  the  market,  and  with  our 
encouragement  and  support  have  identified  where  service  changes 
should  be  made.  New  York  is  proud  of  its  accomplishments  and  its 
vigilance.  We  are  concerned  that  these  actions  and  investments 
which  have  stabilized  intercity  bus  service  in  our  State  could  be 
undone  by  Greyhound's  recent  actions. 

I  want  to  provide  some  background  on  our  support  program,  par- 
ticularly on  how  it  places  incentives  on  the  carriers  to  provide  effec- 
tive service.  New  York's  intercity  program  has  been  an  intrinsic 
part  of  its  overall  statewide  mass  transit  operating  assistance  pro- 
gram from  its  inception  in  1974.  This  results  in  a  secure  program 
of  support  for  intercity  bus  at  modestly  increasing  levels.  Our  sup- 
port for  intercity  bus  service  is  about  $4  million  annually,  out  of 
a  total  operating  assistance  program  of  $1  billion.  Obviously,  that 
includes  the  MTA,  our  subway  and  bus  system  in  New  York  City 
in  our  down-State  region. 

As  a  consequence,  our  intercity  bus  network  is  intact,  as  can  be 
seen  from  the  map,  and  we  have  the  overhead  over  here.  Daily, 
intercity  bus  service  remains  to  virtually  every  county  in  the  State, 
often  with  multiple  daily  frequencies,  and  to  all  but  one  urban  area 
over  5,000.  For  those  of  you  familiar  with  the  maps  in  the  GAO  re- 
port, which  we,  too,  commend,  we  thought  it  was  a  terrific  report, 
you  can  see  that  this  is  a  substantial  success  story. 

We  distribute  support  to  the  industry  based  on  a  simple  service 
and  usage  formula.  It  does  not  guarantee  a  profit  to  the  carrier, 
and  it  is  not  cost  plus.  It  simply  raises  the  break-even  point  for  the 
carrier.  As  a  consequence,  it  still  leaves  the  carrier  at  risk  and  re- 
lies upon  him  or  her  to  make  innovative  and  responsive  business 
decisions. 

What  would  be  our  advice  to  other  States  interested  in  support- 
ing intercity  bus  service?  Keep  it  simple,  keep  it  in  the  private  sec- 
tor, keep  the  carriers  at  risk  so  that  they  industry  cannot  become 
slothful,  keep  the  profit  potential  on  prudent  business  decisions  by 
the  carrier,  set  the  level  of  payments  so  that  there  is  reasonable 
potential  for  profit,  but  do  not  guarantee  it. 

Next,  I  would  like  to  speak  in  the  competitive  issues  in  the  in- 
dustry. The  current  relationship  between  Greyhound  and  the  re- 
gional carriers  is  the  heart  of  the  issues  facing  the  industry  today. 
Here,  congressional  attention  is  necessary  because  of  the  potential 
national  consequences  to  the  intercity  service  network. 

There  are  two  questions  this  committee  should  seek  to  answer: 
Will  there  remain  any  rural  feeder  service  at  all?  What  Govern- 
ment action  or  funding  is  necessary  to  assure  survival?  Will  there 
remain  competition  on  mainline  routes?  Is  there  a  Government  in- 
terest in  maintaining  competition?  If  current  Government  policies 
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continue  unchanged,  rural  feeder  service  will  to  a  very  large  degree 
disappear. 

Mainline  routes  between  urbanized  area  will  always  remain,  at 
least  in  densely  populated  areas,  but  likely  in  the  hands  of  only  one 
provider  and  thus  without  competition.  This  will  result  in  fewer 
frequencies  and  higher  fares,  severely  impacting  those  who  rely  on 
the  bus  as  their  only  means  of  intercity  travel.  The  challenge  to 
Government  is  how  to  maintain  these  essential  services  and  to 
maintain  competition  wherever  possible.  It  should  respect  the 
needs  of  the  carriers  to  maintain  a  reasonable  profit,  and  without 
undue  regulatory  burdens. 

Greyhound  is  a  key  to  the  future  of  the  industry.  It  is  they  who 
have  the  only  national  system  and  who  are  taking  the  management 
actions  which  bring  us  here  today.  Are  these  good  actions  for  the 
public  interest?  Greyhound  should  be  commended  for  many  of  the 
actions  they  are  taking.  They  are  seeking  to  introduce  new  tech- 
nologies and  computerization  and  in  automating  their  operations  in 
management.  They  should  be  praised  for  seeking  to  improve  oper- 
ations and  reduce  costs. 

However,  a  number  of  these  actions  may  jeopardize  other  inter- 
city carriers,  and  will  likely  have  adverse  effects  on  the  traveling 
public.  In  our  written  testimony,  New  York  identifies  six  actions 
which  are  important  public  policy  issues.  We  propose  some  specific 
remedies  for  them.  Our  view  is  that  Greyhound  should  be  afforded 
the  opportunity  to  secure  return  on  their  investment,  but  not  in  a 
way  that  allows  them  to  unfairly  control  their  competitors. 

Generally,  the  remedies  call  for  the  actors  to  work  together  more 
cooperatively  as  they  have  in  the  past.  However,  it  does  not  appear 
that  such  cooperation  is  forthcoming.  If  they  cannot  agree  on  their 
own,  we  think  a  review  of  these  issues  by  the  ICC  must  be  man- 
dated. If  these  issues  are  not  within  the  ICC  current  authority, 
then  this  body  should  expand  their  authority. 

Many  of  these  are  issues  of  financial  relationships.  For  these,  we 
propose  an  accounting  standard  in  the  written  testimony  on  how 
we  would  recommend  the  ICC  provide  guidance  in  these  matters. 
Generally,  we  suggest  an  avoidable  cost  methodology  such  as  man- 
dated in  the  Amtrak  403(b)  program. 

We  are  pleased  that  the  ICC  has  finally  decided  to  study  the  ade- 
quacy of  intercity  service  and  current  problems  in  the  industry. 
New  York  State  would  be  pleased  to  cooperate  with  the  ICC  on  any 
advisory  structure  that  it  creates  for  its  study.  However,  it  is  im- 
portant for  this  committee  to  continue  its  interest  in  solving  these 
problems.  Congress  must  provide  ongoing  oversight  to  ensure  that 
these  issues  are  resolved  in  a  timely  manner  that  protects  the  in- 
terests of  the  traveling  public  and  also  protects  the  interests  of 
Greyhound  and  other  intercity  carriers. 

A  failure  to  achieve  consensus  on  these  issues  will  result  in  great 
harm  to  the  industry.  Loss  of  service,  balkanization  of  terminal  fa- 
cilities, and  increases  in  cost  where  there  should  be  cooperation,  it 
is  not  clear  to  us  at  all  that  Greyhound's  actions  are  in  their  own 
best  short-  or  long-term  interest. 

Let  me  conclude  by  saying  New  York  believes  in  the  future  of  a 
viable  competitive  intercity  bus  industry  remaining  in  and  man- 
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aged  by  private  sector  ventures.  We  do  not  advocate  a  return  to  full 
regulation  of  route  entry  and  fares. 

However,  with  so  little  real  competition  and  the  threat  of  loss  of 
rural  service,  there  remains  a  Government  interest  and  a  regu- 
latory interest  to  preserve  public  service  and  safety.  Where  services 
are  clearly  unprofitable,  the  Government  should  encourage  larger 
systems  that  can  provide  cross  subsidy.  Where  this  is  not  possible, 
Government  must  be  prepared  to  subsidize  services  that  are  in  the 
public  interest  but  not  privately  viable. 

We  suggest  the  New  York  approach  to  subsidy  as  a  way  to  pro- 
vide this  subsidy  while  also  retaining  risk  and  responsibility  with 
the  private  operator.  There  are  issues  where  there  should  be  Gov- 
ernment review  and  oversight.  Because  of  the  impact  on  the  public, 
the  Government  has  a  mandate  for  detailed  review  of  the  situation 
and  a  recommendation  of  a  remedy.  We  have  provided  some  guide- 
lines for  the  ICC  to  study  and  report  on  the  situation.  If  these  is- 
sues cannot  be  worked  out,  legislation  may  be  needed.  We  urge  this 
committee  to  continue  its  vitally  important  oversight  on  these  is- 
sues. 

Finally,  with  regard  to  the  ADA,  we  have  recommended  some  al- 
ternatives. 

Senator  Exon.  Mr.  Sanders,  would  you  tell  the  chair  about  how 
much  longer  you  are  going  to  be?  You  are  way  over  time.  We  are 
trying  to  keep  on  schedule  here.  How  much  time  do  you  have  left? 

Mr.  Sander.  I  am  on  my  last  sentence. 

Senator  Exon.  Thank  you. 

Mr.  Sander.  We  have  recommended  some  alternatives.  It  could 
be  an  affirmative  innovative  approach  to  meeting  the  needs  for  per- 
sons with  disabilities.  That  is  in  the  written  testimony. 

[The  prepared  statement  of  Mr.  Sanders  follows:] 

Prepared  Statement  of  Elliot  G.  Sander 

I  thank  the  Subcommittee  Chairman  for  inviting  New  York  State  to  testify  re- 
garding the  problems  and  proposed  remedies  for  improvement  of  the  intercity  bus 
system.  The  matters  before  the  Subcommittee  are  of  vital  interest  to  the  State  and 
to  the  national  system  as  a  whole,  because  the  very  survival  of  intercity  service  is 
a  risk. 

New  York  has  long  taken  a  pro-active  approach  toward  promoting  intercity  bus 
service.  We  believe  it  is  critical  to  ensure  essential  intercity  bus  service  for  segments 
of  our  society  that  dependent  on  it — persons  in  rural  areas  without  access  to  auto- 
mobiles, to  students,  to  the  elderly,  to  military  personnel,  and  others.  Without  a  safe 
and  effective  service,  the  ability  of  these  persons  to  fulfill  their  travel  needs  would 
be  severely  reduced. 

I  want  to  spend  some  time  describing  New  York  's  intercity  bus  program  for  three 
reasons:  (1)  it  has  been  successful  in  stabilizing  intercity  bus  service  in  New  York, 
(2)  it  is  an  example  that  other  state's  and  USDOT  might  want  to  emulate,  and  (3) 
it  is  threatened  by  competitive  issues  in  the  industry  today. 

To  fulfill  its  intercity  service  mission,  New  York  has  focused  on  planning,  operat- 


ing support,  regulation,  and  safety  of  the  intercity  industry. 
New  York  has  worked  closely  with  the  industry  in  pla 
intercity  service  across  the  state,  and  in  encouraging  the  viability  of  competitive 


service.  We  have  identified  planning  criteria,  in  terms  of  geographic  coverage  and 
operating  and  financial  performance  on  where  to  ensure  provision  of  service. 

We  have  used  our  operating  subsidy  program  to  establish  or  maintain  intercity 
services  which  meet  our  criteria  and  where  support  is  necessary  for  successful  oper- 
ation. We  have  established  demonstration  routes  where  it  would  appear  the  criteria 
would  not  initially  be  met.  Where  service  falls  below  our  criteria,  we  would  with- 
draw support  for  that  route — although  to  date,  it  has  not  been  necessary  to  with- 
draw support  for  any  service  where  alternative  service  has  not  been  available  near- 

by. 
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We  have  coordinated  the  use  of  intrastate  regulation  to  ensure  the  fitness  of  car- 
riers seeking  to  provide  service  in  our  state,  and  to  ensure  that  Carriers  receiving 
subsidy  do  not  earn  a  disproportionate  profit.  We  use  the  regulatory  process  for  se- 
lecting operators  for  new  service.  We  encourage  regular  and  small  fare  adjustments 
to  ensure  the  financial  stability  of  service.  We  require  carriers  seeking  state  subsidy 
to  obtain  intrastate  operating  authority  to  ensure  that  they  do  not  circumvent  state 
oversight  in  seeking  ICC  authority  for  intrastate  services. 

We  have  ensured  the  safe  operation  of  the  service.  New  York  has  created  a  Public 
Transportation  Safety  Board  (PTSB)  which  requires  the  development  of  safety  plans 
for  transit  operators  in  the  State,  and  which  investigates  accidents  which  meet  spec- 
ified criteria.  Our  regulatory  and  safety  oversight  mechanisms  were  in  place  when 
Greyhound  had  safety  and  maintenance  problems,  and  we  were,  we  believe,  the  first 
State  and  the  only  State  able  to  act  to  ensure  that  the  safety  of  the  riding  public 
was  not  compromised.  Buses  which  were  not  up  to  standards  were  taken  out-of-serv- 
ice.  We  are  pleased  to  report  that  due  to  these  efforts,  the  safety  of  Greyhound's 
service  was  brought  back  to  standards,  and  specific  recommendations,  identified 
later  in  my  testimony,  were  made  to  ensure  that  these  problems  were  corrected. 

And  we  do  all  of  this  working  closely  with  the  private  sector  intercity  providers. 
It  is  they  who  are  close  to  the  market,  and  with  our  encouragement  and  support, 
have  identified  where  service  changes  should  be  made.  Most,  though  not  all,  of  the 
service  improvements  have  had  their  genesis  from  private  sector  ideas.  Those  which 
are  successful,  we  continue.  Those  which  fail,  we  mutually  withdraw. 

New  York  is  proud  of  its  accomplishments  and  its  vigilance.  We  are  concerned 
that  these  actions  and  investments  which  have  stabilized  intercity  bus  service  in  our 
State  could  be  undone  by  Greyhound's  recent  actions. 

We  believe  that  there  has  been  inadequate  oversight  by  the  ICC  in  recent  years. 
We  are  pleased  that  the  ICC  has  finally  decided  to  study  the  adequacy  of  intercity 
service,  and  current  problems  in  the  industry. 

However,  it  is  important  for  this  Committee  to  continue  its  interest  in  solving 
these  problems.  Although  we  believe  this  Committee  should  rely  on  the  expertise 
of  the  ICC  in  making  recommendations,  particularly  as  regards  the  economic  issues, 
Congress  must  provide  ongoing  oversight  to  ensure  that  the  issues  are  resolved  in 
timely  manner  that  protects  the  interests  of  the  traveling  public,  and  also  protects 
the  interest  of  Greyhound  and  other  intercity  carriers. 

Finally,  the  Commission  should  seek  broad  participation  in  its  study,  including 
the  input  of  State  and  local  government.  New  York  State  would  be  pleased  to  co- 
operate with  the  ICC  on  any  advisory  structure  that  its  creates  for  its  study. 

My  remarks  will  focus  on  four  areas: 

1.  A  description  of  New  York  State's  approach  to  support  of  the  intercity  bus  sys- 
tem, which  we  regard  as  a  success  story 

2.  Our  observations  on  a  variety  of  trends  affecting  the  industry 

3.  Our  observations  regarding  current  competitive  issues  between  Greyhound  and 
the  "regional"  carriers, 

4.  Remarks  on  the  impact  of  the  ADA  on  the  future  of  the  industry. 

THE  NEW  YORK  STATE  INTERCITY  BUS  SUPPORT  PROGRAM 

I  want  to  provide  some  background  on  our  support  program,  particularly  on  how 
it  places  incentives  on  the  Carriers  to  provide  effective  service. 

New  York's  intercity  program  has  been  an  intrinsic  part  of  its  overall  transit  oper- 
ating assistance  program  from  its  inception  in  1974.  This  results  in  a  secure  pro- 
gram of  support  for  intercity  bus  at  modestly  increasing  levels.  Our  support  for 
intercity  bus  service  is  about  $4  million  annually,  out  of  a  total  sttewide  mass  tran- 
sit operating  assistance  program  of  $1  billion;  or  less  than  half  of  one  percent  of 
the  total  program. 

As  a  consequence,  our  intercity  bus  network  is  intact.  As  can  be  seen  from  Map 
1,  daily  intercity  bus  service  remains  to  virtually  every  county  in  the  state,  often 
with  multiple  daily  frequencies,  and  to  all  but  one  urban  area  over  5000  population. 
For  those  of  you  familiar  with  the  maps  in  the  GAO  report,  you  can  see  that  this 
a  substantial  success  story. 
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NEW  YORK  STATE 
INTERCITY  BUS  SERVICES 


We  distribute  support  to  the  industry  based  on  a  simple  service  and  usage  for- 
mula. It  does  not  guarantee  a  profit  to  the  Carrier,  and  it  is  not  cost  plus.  It  simply 
raises  the  break  even  point  for  the  carrier.  As  a  consequence,  it  still  leaves  the  Car- 
rier at  risk,  and  relies  upon  him  to  make  innovative  and  responsive  business  deci- 
sions. We  continue  to  work  with  established  reliable  operators  who  possess  perma- 
nent operating  authority,  without  competitive  procurement. 

We  find  the  industry  constantly  reacting  to  change,  and  find  the  industry  contin- 
ues to  support  its  rural  operations. 

The  good  news  is  that  this  simple  and  consistent  support  program  has  maintained 
the  integrity  of  the  State's  intercity  network. 

The  bad  news  is  that  the  industry  overall  remains  unprofitable  and  vulnerable, 
so  that  we  cannot  say  that  it  is  secure  in  the  long  term.  State  payments  to  these 
carriers  have  increased  only  2  percent  overall  (not  annually)  since  1987.  Chart  1 
shows  the  trend  of  profitability  of  this  industry.  There  is  no  year  in  which  the  indus- 
try as  a  whole  has  been  profitable,  and  costs  continue  to  increase.  With  the  State's 
financial  difficulties  of  recent  years,  we  have  not  been  able  to  increase  this  program 
as  much  as  we  may  have  wished.  It  is  likely  that  other  states,  or  the  federal  govern- 
ment would  not  be  able  to  mount  a  program  proportionately  as  large  are  ours.  For 
example,  even  when  fully  implemented,  the  Section  18<i)  program  funding  to  New 
York  would  be  only  20  percent  the  level  of  our  own  state  intercity  program. 
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N  Y  S  INTERCITY  BUS  OPERATORS 
FINANCIAL  PERFORMANCE 


1985       1986       1987       1988       1989       1990 
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RF. VENUE       DoCOOOCI  STATE  OPERATING  ASSISTANCE 


1992 


EXPENSES 


What  would  be  our  advice  to  other  states  interested  in  supporting  intercity  bus 
service? 

Keep  it  simple,  keep  it  in  the  private  sector,  keep  the  Carriers  at  risk,  so  that 
the  industry  cannot  become  slothful.  Keep  their  profit  potential  dependent  on  pru- 
dent business  decisions  by  the  Carriers.  Don't  have  bureaucrats  making  business, 
route  and  service  decisions — they  can't  be  as  good  as  experienced  operators.  Set  the 
level  of  payments  so  that  there  is  reasonable  potential  for  profit — but  don't  guaran- 
tee it.  Be  responsive  and  be  fast. 

OTHER  OBSERVATIONS  ON  TRENDS  IN  THE  INTERCITY  BUS  INDUSTRY 

The  GAO  Report 

The  1992  GAO  report  is  on  the  mark  in  terms  of  the  history  of  the  industry  and 
the  impact  of  deregulation.  Section  18(i)  authorizations  for  intercity  bus  may  be  too 
little  and  too  late,  and  is  underfunded  to  reverse  the  decline  in  service  over  the  last 
decade.  The  impacts  of  the  ADA  will  accelerate  this  downward  spiral. 

Changes  in  Greyhound  Service  in  New  York  State 

There  have  been  a  number  of  reductions  in  Greyhound  service  in  New  York,  as 
shown  on  Map  2.  These  have  occurred  in  two  waves — after  deregulation,  and  after 
the  1990  strike.  To  date,  almost  all  these  services  were  picked  up  and  continue  to 
be  provided  in  New  York  by  another  carrier,  so  at  least  in  New  York,  intercity  serv- 
ice has  not  declined  as  much  as  elsewhere. 
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Effectiveness  of  the  Bus  Deregulation  Act  of  1982 

In  general  the  Act  was  a  well  meaning  attempt  to  safeguard  public  transportation. 

The  problems  with  the  Act  arose  when  the  ICC  ignored  the  intent  of  Congress 
and  was  only  concerned  with  furthering  the  deregulation  movement  without  regard 
for  the  needs  of  the  riding  public. 

For  example,  the  Act  had  specific  provisions  which  attempted  to  protect  commuter 
services  from  applicants  who  wanted  to  "skim  the  cream"  off  existing  operations.  By 
ignoring  the  provisions  the  ICC  condoned  and  approved  van  services  and  bus  serv- 
ices that  were  detrimental  to  service  in  New  York  City. 

The  ICC  ignored  provisions  that  bus  companies  had  to  meet  on  route 
discontinuances.  This  has  resulted  in  the  abandonment  of  substantial  parts  of  the 
rural  network.  New  York  State  was  able  to  counter  this  with  an  active  subsidy  pro- 
gram— many  states  were  not  so  fortunate.  Many  of  the  competitive  issues  which  I 
shall  cite  later  should  have  been  resolved  by  effective  ICC  oversight  and  should  not 
have  had  to  draw  upon  Congressional  attention.  The  ICC  is  not  fulfilling  its  respon- 
sibilities. 

At  its  heart  deregulation  relies  upon  competitive  pressures  to  maintain  service. 
Such  pressures  do  not  exist  in  an  industry  with  one,  or  at  most  two,  carriers  on 
any  route.  Some  regulatory  oversight  should  be  maintained  to  ensure  that  the  public 
interest  in  provided  for. 

Regulatory  Issues 

We  believe  that  there  should  be  a  re-examination  of  the  fitness  issues  used  by  the 
ICC  in  grants  of  authority,  particularly  in  charter  operations.  Greater  emphasis 
should  be  placed  on  physical  inspection  of  the  vehicle.  Current  reliance  on  USDOT 
paper  safety  rating  procedures  is  ineffective  in  protecting  the  public. 

Provisions  should  be  enacted  to  allow  state  regulatory  agencies  to  prohibit  inter- 
state carriers  that  have  unsatisfactory  safety  records  on  intrastate  operations  from 
providing  service  in  their  state. 

Labor  / Management  Issues 

We  take  no  position  on  this  issue,  other  than  to  present  the  facts  in  an  objective 
fashion.  The  larger  intercity  carriers  in  New  York  State  had  traditionally  been 
unionized.  Greyhound's  need  to  reduce  costs  had  proceeded  in  a  union  context  until 
1990.  Further  management  demands  at  that  time  for  labor  givebacks  resulted  in  a 
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strike;  during  which  Greyhound  hired  replacement  drivers  and  mechanics;  ulti- 
mately resulting  in  the  breaking  of  the  union.  Greyhound  today  is  not  unionized. 

Since  the  other  major  carriers  in  the  State  were  and  are  unionized,  in  some  cases, 
these  other  companies  would  not  use  Greyhound  terminals  during  the  initial  stages 
of  the  strike  to  avoid  problems  with  their  union  people.  In  one  case,  Albany,  there 
remain  two  terminals  due  to  the  inability  of  the  several  carriers  involved  to  agree 
on  terms.  This  raises  costs  for  all  carriers,  and  inconveniences  the  public. 

In  the  long  run,  the  competition  of  Greyhound,  which  is  non-union,  and  the  other 
major  carriers  in  the  State,  which  are  unionized,  places  continuing  pressure  on  the 
other  carriers  for  costs  control  in  their  union  environment.  So  far,  they  have  main- 
tained labor  peace  with  their  operating  personnel. 

In  some  cases,  new  very  small  carriers  have  replaced  intercity  service  previously 
provided  by  larger  carriers.  Some  of  these  are  not  unionized;  this  no  doubt  portends 
a  trend. 

The  Section  18(i)  Program  of  ISTEA 

The  final  rules  for  this  program  have  been  promulgated  only  within  the  last  two 
months,  so  it  is  too  early  to  tell  what  will  be  the  success  of  this  program.  We  have 
these  observations: 

The  program  is  too  little,  too  late.  To  maintain  or  restore  the  lost  intercity  net- 
work will  require  more  funds  than  have  been  authorized  or  appropriated,  as  noted 
in  my  comments  on  New  York's  intercity  program. 

We  are  aware  of  several  states  that  are  using  the  initial  funds  for  program  needs 
studies.  This  is  an  appropriate  first  step  for  a  new  program.  Because  New  York  has 
an  ongoing  program,  we  are  proposing  to  use  the  funds  for  actual  physical  improve- 
ments. For  the  first  several  years  of  the  program,  we  are  looking  at  small  scale  tech- 
nology improvements  that  the  carriers  could  not  otherwise  afford,  marketing  im- 
provements, a  State  transit  map,  and  intercity  bus  signs. 

If  the  final  rules  regarding  the  ADA  to  be  promulgated  by  USDOT  through  the 
Office  of  Technology  Assessment  require  a  lift  on  every  intercity  bus,  or  preclude 
solutions  that  do  not  have  lifts  on  every  bus,  then  even  with  Section  18(i),  the  inter- 
city systems'  financial  status  will  have  deteriorated.  Far  more  funds  will  be  needed. 

We  recommend  that  this  program  receive  far  higher  authorizations  and  appropria- 
tions, but  that  these  funds  not  be  taken  from  the  existing  Section  18  program.  A 
separate  intercity  bus  program  should  be  considered. 

Safety 

New  York  State  has  had  maior  involvement  in  oversight  of  intercity  bus  safety, 
and  would  like  to  share  our  findings  and  recommendations  with  the  Committee.  The 
New  York  State  Public  Transportation  Safety  Board  (PTSB)  has  been  in  existence 
since  1984.  During  this  period  we  have  conducted  accident  investigations  and  per- 
formed safety  reviews  of  intercity  type  bus  carriers  who  fall  under  our  jurisdiction 
(those  carriers  who  receive  State  Transportation  Operating  Assistance). 

Intercity  Bus  Safety  Design  /Technology. — Bus  design  issues  of  concern  to  the 
PTSB  are: 

(1)  The  design  of  the  intercity  motor  coach  type  buses  to  provide  the  highest  level 
coach  protection  during  rollover  type  accidents;  and 

(2)  The  development  of  passenger  restraint  devices  that  will  provide  protection 
from  ejection,  since  it  has  been  our  experience  that  when  passengers  are  ejected 
there  is  a  high  degree  of  serious  or  fatal  injury. 

The  PTSB  has  recommended  research  and  testing  to  Federal  DOT  NHTSA  to 
make  a  determination  on  crashworthiness,  passenger  survivability  and  the  most  ef- 
fective means  of  passenger  restraint.  As  an  example,  a  current  controversy  exists 
concerning  the  feasibility  of  providing  passengers  lap  belts.  The  issue  is  complex, 
in  that  a  3  point  safety  belt  restraint  (lap  and  shoulder)  system,  which  the  PTSB 
supports  as  safer  than  the  2  point  (lap  belt  only),  will  likely  require  the  redesign 
of  the  bus  frame  supporting  the  upper  half  of  the  bus  (belt  line  and  above)  to  pro- 
vide additional  support  strength  to  the  shoulder  anchor  point. 

Addressing  some  positive  developments  in  the  industry  regarding  new  technology, 
the  PTSB  is  encouraged  with  the  recent  development  of  the  VORAD  system  used 
on  Greyhound  intercity  buses.  The  device  is  a  radar  based,  computer  controlled  unit 
that  monitors  the  bus  drivers  following  distance  ahead  of  the  vehicle  and  also  mon- 
itors objects  (vehicles)  along  the  right  side  of  the  bus  (blind  spot  area).  An  audible 
signal  and  light  warns  the  drive  of  unsafe  conditions.  It  is  hoped  that  the  industry 
will  continue  to  develop  devices  such  as  this  one  to  aid  the  carriers  in  providing  the 
safest  level  of  public  transportation. 
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Probable  Cause  of  Intercity  Bus  Accidents. — The  PTSB  has  been  tracking  probable 
causes  of  bus  accidents  since  1987.  The  probable  cause  of  an  accident  is  defined  as 
the  action  or  factor  that  direcfly  facilitates  the  initial  event  of  an  accident. 

From  1987  through  1990,  the  PTSB  investigated  nine  (9)  Eastern  Greyhound  Line 
accidents  and  all  or  100  percent  of  the  accidents  were  caused  by  bus  driver  error 
or  equipment  and  maintenance  deficiencies.  During  the  same  period,  64  percent  of 
all  bus  accidents  investigated  by  the  PTSB  were  caused  by  actions  directly  related 
to  the  properties  (bus  driver  error,  equipment/maintenance  deficiencies,  and  insuffi- 
cient policies  or  practices). 

Since  1990  the  number  of  accidents  involving  Eastern  Greyhound  and  other  inter- 
city bus  properties  has  decreased.  From  1991  through  1992,  two  (2)  accidents  involv- 
ing intercity  bus  properties  met  the  PTSB  accident  reporting  criteria  and  were  in- 
vestigated; one  (1)  was  caused  by  the  bus  driver  and  one  (1)  by  the  other  vehicle's 
driver. 

Greyhound  Maintenance  Practices. — In  the  period  immediately  after  the  Grey- 
hound strike  of  1990,  and  the  hiring  of  replacement  workers,  there  were  a  number 
of  well  publicized  accidents  in  the  State  involving  Greyhound  buses.  Concerns  were 
raised  regarding  the  mechanical  condition  and  maintenance  of  the  Greyhound  buses 
operating  on  New  York  State  highways,  as  well  as  the  adequacy  of  the  training  and 
oversight  of  their  new  drivers.  On  August  1,  1990,  the  Department  began  a  program 
of  unannounced  inspection  of  Greyhound  buses  at  various  terminals  across  the 
state.  Initial  inspection  results  yielded  an  out-of-service  rate  of  78  percent.  On  No- 
vember 30,  1990,  a  Commissioner's  Order  was  put  into  effect  whereby  all  Grey- 
hound buses  operating  in  New  York  State  had  to  have  a  document  verifying  that 
a  company  safety  inspection  had  been  performed  every  30  days. 

Inspection  continued  to  be  conducted  on  a  weekly  basis  until  May  1991;  then  on 
a  monthly  basis  through  September,  1991.  By  that  month,  the  inspection  results  for 
Greyhound  buses  were  comparable  to  that  of  other  operators.  As  a  result,  regular 
unannounced  inspections  were  suspended  and  the  Commissioner's  Order  was  re- 
scinded on  January  1,  1992. 

Since  that  time,  regular  inspections  have  been  conducted  of  Greyhound  buses  op- 
erating out  of  their  New  York  City  terminal.  The  Department  will  continue  to  mon- 
itor Greyhound's  inspection  record. 

COMPETITIVE  ISSUES  IN  THE  INDUSTRY/GREYHOUND  ISSUES 

Next  I  would  like  to  speak  next  on  the  competitive  issues  in  the  industry,  The 
current  relationship  between  Greyhound  and  the  "Regional"  carriers  is  the  heart  of 
the  issues  facing  the  industry  today.  It  is  here  Congressional  attention  is  necessary 
because  of  the  potential  national  consequences  to  the  intercity  service  network. 

There  are  two  questions  this  Committee  should  seek  to  answer: 

•  Will  there  remain  any  rural  feeder  service  at  all?  What  government  action  or 
funding  is  necessary  to  assure  survival? 

•  Will  there  remain  competition  on  mainline  routes?  Is  there  is  a  government  in- 
terest in  maintaining  competition? 

If  current  government  policies  continue  unchanged,  rural  feeder  service  will,  to  a 
very  large  degree,  disappear.  Mainline  routes  between  urbanized  areas  will  always 
remain,  at  least  in  the  Northeast  and  other  population  concentrations,  but  likely  in 
the  hands  of  only  one  provider  and  thus  without  competition.  This  will  result  in 
fewer  frequencies  and  higher  fares,  severely  impacting  those  who  rely  on  the  bus 
as  their  only  means  of  intercity  travel. 

The  challenge  to  government  is  how  to  maintain  these  essential  services  and  to 
maintain  competition  wherever  possible.  It  should  respect  the  needs  of  the  carriers 
to  maintain  a  reasonable  profit,  and  without  undue  regulatory  burdens. 

Greyhound  is  a  key  to  the  future  of  the  industry.  It  is  they  who  have  the  only 
national  system,  and  who  are  taking  the  management  actions  which  bring  us  here 
today.  Me  these  good  actions  for  the  public  interest? 

Greyhound  should  be  commended  for  many  of  the  actions  that  they  are  taking. 
They  are  seeking  introduce  new  technologies  in  computerization,  automating  their 
operations  and  management.  They  are  trying  to  reduce  their  overhead,  and  their 
cost  per  passenger.  They  are  seeking  to  reduce  those  aspects  of  their  operation  that 
are  most  costly,  and  they  should  be  praised  for  these  endeavors. 

An  example  is  Greyhound's  proposed  reservation  system.  This  would  allow  Grey- 
hound to  better  predict  and  manage  ridership  levels.  Not  needing  additional  buses 
on  standby  for  peak  loads,  by  knowing  passenger  demand  in  advance,  will  reduce 
their  costs,  and  their  bottom  line.  Greyhound  also  pioneered  introduction  of  the 
VORAD  system  on  many  of  its  buses,  which  hold  promise  for  safety  improvements. 
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However,  a  number  of  these  actions  may  jeopardize  other  intercity  carriers,  and 
will  likely  have  an  adverse  effect  on  the  service  provided  to  the  travelling  public. 
These  actions  of  concern  include,  but  are  not  limited  to: 

Service  Quality  and  Reliability;  Optional  Honoring  of  Tickets;  Bus  Terminal  Li- 
censing Agreements  (BTLAs);  Reclaim  Percentages;  Agreements  Following  the  Grey- 
hound/Continental Trallways  Merger,  and  Leaving  Russell's  Guide. 

Accordingly,  these  actions  must  De  viewed  in  the  following  context: 

Are  they  good  for  Greyhound?  Are  they  good  for  the  industry?  Are  they  good  for 
the  public? 

All  of  these  six  actions  have  a  common  thread:  they  are  well  meaning  attempts 
by  Greyhound  to  control  and  manage  its  costs  in  a  way  that  is  fiercely  competitive, 
that  seeks  to  maximize  it  financial  return — an  obligation  Greyhound  has  to  its 
stockholders. 

However,  in  the  process,  they  may  be  causing  great  harm  to  the  Regional  carriers, 
to  the  intercity  system,  and  to  the  riding  public.  Greyhound  argues  that  they  should 
not  be  carrying  and  supporting  the  regional  carriers,  who  are,  after  all  their  com- 
petitors. 

New  York  thinks  each  of  these  six  issue  areas  are  important  to  the  riding  public, 
to  the  industry  in  particular,  to  the  regional  carriers,  and  to  Greyhound.  In  attached 
Exhibit,  we  describe  each  in  more  detail,  and  propose  some  specific  remedies. 

We  would  like  to  see  the  actors  work  together  more  cooperatively.  Prior  to  the  cur- 
rent Greyhound  management  team,  there  seems  to  have  been  a  more  cooperative 
relationship  between  Greyhound  and  the  regional  carriers.  We  would  prefer  a  return 
to  this  spirit  of  cooperation,  rather  than  a  return  to  regulation. 

However,  it  does  not  appear  that  such  cooperation  is  forthcoming.  We  are  in  this 
hearing  room  today  because  of  complaints  brought  to  you  by  the  regional  carriers, 
to  which  Greyhound  has  not  been  willing  to  dialogue. 

New  York  is  not  in  a  position  to  judge  between  Greyhound  or  the  Regional  Car- 
riers. Accordingly,  if  they  cannot  agree  on  their  own,  we  think  a  review  of  these  is- 
sues by  the  ICC  must  be  mandated.  If  these  issues  are  within  the  ICC  current  au- 
thority, they  should  do  their  job.  If  not,  then  this  body  should  expand  the  ICC's  au- 
thority to  cover  these  issues. 

Generally,  our  view  is  that  Greyhound  should  be  afforded  the  opportunity  to  se- 
cure return  on  their  investment,  but  not  in  a  way  that  allows  them  to  unfairly  con- 
trol their  competitors.  In  some  cases  they  are  the  steward  of  a  public  resource,  and 
should  not  use  it  to  unfair  advantage.  Some  of  these  issues  involve  financial  ar- 
rangements. For  these,  we  propose  a  specific  accounting  standard  in  the  attached 
Exhibit. 

A  failure  to  achieve  consensus  on  these  issues  will  result  in  great  harm  to  the 
industry — loss  of  service,  balkanization  of  terminal  facilities,  increases  in  costs 
where  there  should  be  cooperation  and  cost  savings.  It  is  not  at  all  clear  to  us  that 
Greyhound's  actions  are  in  their  own  best  short  term  or  long  term  interest. 

THE  ADA  AND  ITS  IMPACT  ON  THE  INTERCITY  BUS  INDUSTRY 

New  York  State  supports  the  rights  of  persons  with  disabilities,  and  in  fact,  New 
York  law  requiring  the  provision  of  transportation  service  for  persons  with  disabil- 
ities preceded  the  ADA.  Nevertheless,  we  are  concerned  about  the  impact  the  ADA 
will  have  on  intercity  service.  The  technology,  and  the  industry  structure,  make  the 
issue  for  intercity  bus  different  from  any  other  affected  transit  service,  or  in  fact, 
any  other  ADA  requirement.  It  is  simply  this: 

All  other  business  are  equally  affected — the  ADA  is  a  cost  of  doing  business.  Gov- 
ernment and  other  transit  will  dig  a  little  deeper  into  tax  resources  to  met  the  re- 
quirements. 

For  the  intercity  bus  industry,  however,  ,  there  are  no  other  competitors  who  are 
equally  impacted.  Competition  is  the  automobile,  or  no  travel  at  all  for  the  buses' 
clientele.  For  over-the-road  buses  (OTRBs),  there  is  no  viable  cost-effective  proven 
lift  that  doesn't  result  in  loss  seats  and/or  luggage  space.  Application  of  the  same 
standard  on  intercity  bus  as  regular  transit  will  certainly  further  result  in  the  dra- 
matic loss  of  rural  feeder  service. 

It  is  for  this  reason  that  Congress  wisely  deferred  application  of  the  lift  standard 
for  OTRBs  while  a  study  of  the  issue  was  commissioned  to  the  Office  of  Technology 
Assessment.  OTA  developed  a  number  of  innovative  solutions  on  how  the  industry 
could  meet  the  needs  of  persons  with  disabilities. 

It  is  now  our  understanding  that  draft  OTA  reports  recommend  a  narrower  solu- 
tion which  will  have  an  adverse  impact  on  the  industry  more  substantial  that  any- 
thing else  being  discussed  this  morning. 
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We  urge  the  Committee  to  become  aware  of  the  tremendous  diversity  of  the  way 
in  which  OTRBs  are  used  in  line  haul  service;  how  essential  such  vehicles  are  to 
the  flexibility  of  private  operators  service  and  to  public  convenience  and  comfort, 
and  how  adverse  a  universal  lift  requirement  would  De. 

There  are  constructive,  responsive  alternatives.  They  would  require  persons  with 
disabilities  to  plan  a  trip  in  advance  to  some  degree  for  long  distance  trips — admit- 
tedly, something  able  bodied  persons  do  not  need  to  do,  but  similar  to  requirement 
for  urban  complementary  paratransit  service. 

The  government  faces  three  alternatives  on  this  issue: 

a.  Accept  a  balanced  solution  on  how  the  industry  can  meet  the  need.  This  would 
require  some  compromise  on  the  disability  rights,  but  would  provide  service  to  all 
persons  at  all  locations  with  some  prior  notice  at  a  cost  the  industry  can  bear. 

b.  Require  a  lift  on  every  bus;  but  have  the  government  bear  the  cost  above  and 
beyond  the  current  Section  18(i)  program;  this  could  involve  support  for  research 
and  development  of  a  cost  effective  lift.  This  is  a  solution  fully  in  the  spirit  of  the 
ADA,  but  would  be  very  costly. 

c.  Have  the  same  requirement  for  the  intercity  bus  service  as  for  the  rest  of  the 
transit  industry.  Be  prepared  to  accept  substantial  loss  of  rural  feeder  service,  and 
reduction  in  mainline  service. 

CONCLUSION  AND  RECOMMENDATIONS 

New  York  believes  in  the  future  of  a  viable  competitive  intercity  bus  industry,  re- 
maining in  and  managed  by  private  sector  ventures.  This  industry  should  be  able 
to  continue  to  act  quickly  in  what  should  be  both  their  own  and  the  public's  best 
interest.  We  do  not  advocate  a  return  to  full  regulation  of  route  entry  and  fares. 

However,  with  so  little  real  competition  and  the  threat  of  loss  of  rural  service, 
there  remains  a  government  interest,  and  a  regulatory  interest  to  preserve  public 
service  and  safety.  Where  services  are  clearly  unprofitable,  the  government  should 
encourage  larger  systems  that  can  provide  cross  subsidy.  Where  this  is  not  possible, 

government  must  be  prepared  to  subsidize  services  that  are  in  the  public  interest, 
ut  not  privately  viable.  We  suggest  the  New  York  approach  to  subsidy  as  a  way 
to  provide  this  subsidy,  while  also  retaining  risk  and  responsibility  with  the  private 
operator. 

There  are  issues  where  should  be  at  least  some  government  review  and  oversight. 
In  the  BTLA  issue,  Greyhound  controls  a  public  resource,  the  intercity  terminals. 
Because  of  the  contentiousness  of  this  issue,  and  the  impact  on  the  public,  the  gov- 
ernment has  a  mandate  for  a  detailed  review  of  the  situation,  and  recommendation 
of  a  remedy.  We  have  provided  some  guidelines  for  the  ICC  to  study  and  report  on 
this  situation.  A  number  of  the  other  issues  can  resolved  in  the  same  manner.  The 
ICC  should  not  abdicate  its  responsibilities  in  this  regard.  If  these  issues  cannot  be 
worked  out  legislation  may  be  needed. 

With  regard  to  the  ADA,  we  laud  the  goals  of  the  ADA.  However,  as  this  issue 
is  evolving,  it  will  have  an  adverse  impact  on  the  intercity  bus  industry,  and  will 
result  in  substantial  loss  of  service.  We  have  recommended  some  alternatives  that 
can  be  an  affirmative,  innovative  approach  to  meeting  the  needs  of  persons  with  dis- 
abilities, but  which  would  also  maintain  the  viability  of  intercity  bus  service  to  all 
persons. 

Finally,  we  are  please  that  the  ICC  has  announced  it  will  study  these  issues. 
However,  this  committee  must  ensure  its  continued  oversight  in  the  ICC?s  ongoing 
study,  must  ensure  that  it  is  timely,  and  must  preclude  actions  which  might  under- 
cut the  study. 


EXHIBIT  A— DISCUSSION  OF  COMPETITIVE  ISSUE  AREAS  AND  RECOMMENDED  REMEDIES 

Service  Quality  and  Reliability 

The  State  has  received  continuing  reports  of  Greyhound  not  providing  additional 
sections  when  buses  are  full,  and  in  being  discriminatory  in  who  they  serve  (e.g. 
their  own  passengers  v.  those  who  will  transfer  to  other  carriers).  This  is  a  condition 
that  we  are  investigating  further.  This  appears  to  be  largely,  but  not  exclusively, 
associated  with  peak  travel  periods.  In  many  cases,  the  burden  of  accommodating 
these  passengers  is  dropped  on  competing  carriers,  or  not  accommodated  at  all.  We 
have  received  reports  in  one  location  of  the  need  for  police  action  related  to  the 
number  of  ticketed  passengers  that  Greyhound  could  not  accommodate.  These  ac- 
tions may  be  a  function  of  Greyhound's  reduced  fleet  size,  and  related  cost  control 
measures. 

To  a  Greyhound  accountant,  not  providing  that  extra  section  may  look  like  good 
business.  But,  this  approach  to  management  adversely  impacts  the  public  and  the 
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rest  of  the  industry.  This  is  a  practice  which  may  make  sense  after  Greyhound's  res- 
ervation system  is  in  place — right  now,  it  only  alienates  the  clientele. 

Optional  Honoring  of  Tickets 

This  is  a  long  standing  practice  in  the  industry  to  honor  and  reclaim  each  others 
tickets.  It  usea  to  be  true  of  airlines,  as  well.  Elimination  of  this  practice  has  ad- 
verse results  on  the  public.  It  means  when  Greyhound  sells  a  ticket,  the  passenger 
is  routed  exclusively  on  Greyhound — even  if  this  results  in  an  inconvenient  sched- 
ule, circuitous  routings,  or  poor  connections.  If  Greyhound  pulls  out  of  Boston  full, 
and  the  next  Greyhound  bus  is  four  hours  later,  but  Peter  Pan's  bus  leaves  in  one 
hour;  is  it  really  in  Greyhound's  interest  to  compel  the  passenger  to  wait  four  hours? 

The  image  of  the  industry  can  ill  afford  these  practices  that  the  public  cannot  un- 
derstand. You  can  be  sure  that  any  passenger  so  impacted  will  try  to  avoid  travel 
by  bus  in  the  future.  You  can  also  be  sure  that  hell  blame  Peter  Pan  if  Peter  Pan 
doesn't  honor  a  Greyhound  ticket,  for  which  it  would  not  be  reimbursed.  It  is  not 
in  the  public  interest  to  inconvenience  the  passenger,  and  it  is  not  in  Greyhound's 
interest. 

Bus  Terminal  Licensing  Agreements  (BTLAs) 

Through  renegotiation  of  their  BTLAs,  they  have  sought  to  increase  their  fees  to 
other  companies  which  are  tenants  in  their  terminals. 

Greyhound  is  a  private  company.  They  should  be  able  to  recover  a  reasonable  re- 
turn on  their  investment.  However,  we  suspect  Greyhound  has  thrown  every  con- 
ceivable expense  into  its  cost  base  in  seeking  to  recover  its  costs  from  its  tenants. 
It  has  made  no  distinction  between  those  companies  which  are  its  competitors  and 
those  which  are  its  feed  from  rural  areas  ana  small  cities  which  Greyhound  does 
not  serve.  We  know  that  Greyhound's  original  proposal  included  anti-competitive 
provisions,  e.g.  controls  on  competitors'  frequencies  and  sales  outlets. 

These  increases  are  having  immediate  and  adverse  impacts  on  service.  Already, 
it  is  reported  to  us  one  company  that  has  gone  out  of  business  completely,  one  that 
has  left  line  haul  business,  two  that  have  abandoned  some  of  their  routes,  three 
companies  (in  New  York  alone)  who  are  now  serving  their  passengers  in  the  street, 
and  one  which  has  built  a  terminal  separate  from  Greyhound's. 

The  most  serious  impact  in  New  York  is  in  Syracuse,  where  six  other  carriers 
used  to  operate  out  of  the  Greyhound  terminal.  Three  of  these  companies  can  no 
longer  afford  to  use  the  terminal,  and  now  discharge  their  intercity  passengers  in 
the  street.  Continuation  of  intercity  service  by  these  carriers  is  threatened.  Three 
other  carriers  in  this  same  terminal  will  see  the  commission  rate  charged  by  Grey- 
hound increase  up  to  fourfold,  to  over  50  percent  in  some  cases. 

In  many  of  these  cases,  we  are  talking  about  feeder  lines  of  other  companies. 
When  Greyhound  loses  these  tenants,  it  loses  revenue  from  their  ticket  sales,  they 
inconvenience  and  anger  their  passengers,  and  ultimately,  they  lose  their  feed.  This 
is  short  sighted.  Greyhound's  executives  should  realize  that  their  future  lies  in  nur- 
turing and  supporting  their  feeder  lines,  not  in  alienating  them.  These  carriers  do 
not  cost  Greyhound,  THEY  PAY. 

Even  where  Greyhound  is  dealing  with  direct  competitors,  there  remains  a  public 
interest  in  maintaining  competitive  service.  Everyone,  even  Greyhound,  benefits 
from  a  healthy  competitive  environment. 

It  is  clearly  in  the  public  interest  to  centralize  intercity  bus  service  in  each  city 
in  one  intermodal  center.  The  impact  of  Greyhound's  actions  are  the  opposite  of  the 
public  interest,  and  clearly  the  opposite  of  what  is  intended  in  ISTEA.  This  action 
can  undue  what  Section  18(i)  hopes  to  accomplish. 

New  York  has  several  suggestions  to  remedy  these  problems: 

a.  We  recommend  an  ICC  investigation  of  the  competitive  situation  in  intercity 
bus  terminals.  This  would  include  making  recommendations  for  an  accounting  sys- 
tem to  allocate  costs  which  would  be  reasonable  for  all  involved.  The  ICC  should 
investigate  and  report  upon  the  impacts  that  have  incurred  since  this  issue  surfaced 
last  summer.  There  should  be  an  advisory  panel  to  this  study,  comprising  of  Grey- 
hound, representatives  of  other  carriers  including  competing  carriers  and  feed  car- 
riers, and  representation  from  State  and  Federal  Government.  New  York  would  be 
pleased  to  participate  in  such  a  study. 

b.  The  accounting  policy  for  determining  cost  allocations  should  be  based  on  the 
avoidable  cost  of  providing  the  facility,  such  as  Amtrak's  403(b)  cost  policy.  This 
would  eliminate  from  consideration  overhead  costs  which  Greyhound  would  incur 
even  without  the  terminal  or  its  tenants. 

c.  We  suggest  precluding  Greyhound  from  implementing  these  new  agreements 
where  they  haven't  been  consummated,  until  the  ICC  recommendation  has  been 
completed;  but  for  no  more  than  one  year. 
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d.  We  would  allow  an  immediate  increase  solely  in  the  commission  rate  that 
Greyhound  charged  over  the  pre-existing  rate;  there  seems  consensus  that  it  was 
in  place  too  long  as  is  too  low.  There  should  be  a  cap;  perhaps  of  20  percent,  we 
are  not  is  a  position  to  recommend  a  specific  rate. 

Reclaim  Rate 

The  Reclaim  Rate  is  the  percentage  retained  by  the  Carrier  issuing  a  ticket  issuer 
in  paying  the  Carrier  that  actually  supplied  the  transportation  to  the  passenger.  We 
have  also  received  complaints  from  carriers  of  Greyhound  unilaterally  increasing  the 
percentage  on  ticket  reclaims.  The  issue  is  the  same — if  the  carriers  cannot  mutu- 
ally agree  on  such  issues,  the  ICC  should  review  and  recommend  accounting  stand- 
ards. 

Greyhound /Continental  Trailways 

At  the  time  that  Greyhound  took  over  Continental  Trailways  in  1987,  there  were 
antitrust  concerns  by  other  Trailways  companies  that  had  relied  on  feed  from  Con- 
tinental Trailways.  Agreements  and  assurances  were  developed  to  preclude  adverse 
impacts  on  these  other  companies.  Now,  six  years  later,  the  ICC  should  investigate 
the  impact  of  the  merger  on  these  companies,  whether  the  agreements  have  been 
successful  in  their  objectives  or  not,  ana  whether  or  not  they  have  been  abrogated, 
unilaterally  or  otherwise.  The  ICC  should  report  specifically  on  the  competitive  im- 
pact of  these  issues. 

Russell's  Guide 

Russell's  is  a  privately  produced  "bible"  of  national  bus  service.  It  is  an  essential 
selling  tool  for  service  that  involves  the  geographic  territory  of  more  than  one  car- 
rier. Agents  on  rural  feeder  services  need  this  tool  to  sell  tickets  that  will  pass  to 
the  national  Greyhound  system. 

A  national  directory  of  service  is  essential  to  provide  service  and  information  on 
a  multi-carrier  system. 

Greyhound  anticipates  cost  savings  of  $1  million  in  withdrawing  from  Russell's 
Guide. 

This  is  a  complex  issue:  the  costs  of  distribution  of  a  national  resource  of  intercity 
bus  service  could  be  provided  more  responsively  and  more  cost  effectively  if  it  were 
computer  based.  Russell's  is  not  computer  based.  These  should  be  tied  into  computer 
terminals  in  bus  information  centers,  travel  agencies,  bus  agencies,  and  ticket  sales 
locations.  But,  there  will  always  need  to  be  a  nard  copy  edition  for  small  rural  out- 
lets where  a  computer  terminal  cannot  be  justified. 

So,  Greyhound  should  be  commended,  as  I  noted  above,  in  leading  the  direction 
toward  computerization  of  schedule  information. 

However,  the  Regional  carriers,  and  certainly  the  feeder  lines,  do  not  have  the  re- 
sources to  do  this  on  their  own.  If  Greyhound  s  system  becomes  the  dominant  com- 
puter system  in  the  industry  then  I  predict  the  following  impacts: 

a.  Greyhound  will  seek  to  charge  other  companies  for  access  of  use  of  its  system 
using  an  accounting  system  of  its  choosing;  just  as  in  the  BThA  situation. 

b.  Greyhound's  system  will  have  features  and  costs  of  no  value  to  others;  e.g.  the 
reservations  system. 

c.  Greyhound  will  have  the  competitive  advantage  of  knowing  its  competitors 
service  proposals  in  advance.  Competitors  will  not  know  of  Greyhound's  service 
plans. 

d.  Greyhound  will  control  the  system,  as  in  Apollo  and  Sabre,  and  be  able  to  pro- 
gram it  to  advantage  itself,  at  its  competitors'  expense,  in  dispensing  information. 

Here  is  a  suggested  remedy: 

The  industry  should  establish  a  group,  including  Greyhound,  to  investigate  the 
issue  and  design  an  industry  wide,  computer  based  information  system.  The  group 
should  determine  what  attributes  should  be  included,  how  information  should  be 
controlled  (e.g.  lead  time,  security  and  confidentiality  standards,  etc.),  how  hard 
copy  should  be  produced,  and  so  forth.  They  should  bid  out  its  development  and  im- 
plementation. Russell's  could  be  a  bidder. 

What  of  Greyhound's  investment  in  its  computer  information  system?  If  it  is  the 
best  system  for  the  entire  industry,  then  they  should  be  compensated  for  its  develop- 
ment. But  the  ICC  must  ensure  that  control  of  information  is  not  concentrated  in 
this  one  carrier. 

Senator  Exon.  Thank  you,  Mr.  Sanders.  Before  I  recognize  Mr. 
Halvorson,  I  am  very  pleased  to  submit,  without  objection,  for  in- 
sertion into  the  record  at  this  point,  a  statement  by  Senator  Paul 
Wellstone  of  the  State  of  Minnesota,  and  also  a  statement  by  Con- 


60 

gressman   David  Minge  before   the   Surface  Transportation   Sub- 
committee on  this  subject.  We  will  include  the  statements  by  Rep- 
resentative Minge  and  Senator  Wellstone  at  this  time. 
[The  information  referred  to  follows:! 

Prepared  Statement  of  Senator  Wellstone 

I  would  like  to  thank  Chairman  Exon  for  including  within  the  scope  of  today's 
hearing  the  issue  of  the  obstacles  faced  by  rural  carriers  who  receive  funds  under 
section  18  of  the  Federal  Transit  Act,  and  who  occasionally  transport  elderly  and 
disabled  persons  across  state  lines  for  medical  or  other  purposes.  The  Chairman  has 
been  gracious  to  grant  my  request  that  the  Minnesota  Department  of  Transpor- 
tation be  invited  to  testify  about  problems  it  has  encountered.  Finally,  I  would  like 
to  welcome  Mr.  Randall  Halvorson,  Director,  Office  of  Transit,  Minnesota  Depart- 
ment of  Transportation,  to  today's  hearing. 

Non-urban  transit  services  play  an  important  role  in  Minnesota  and  other  states 
in  providing  transportation  for  elderly  and  disabled  persons.  They  help  implement 
national  goals  relating  to  mobility  for  elderly  persons,  persons  with  disabilities,  and 
economically  disadvantaged  persons  as  called  for  in  the  Federal  Transit  Act  Amend- 
ments of  1991.  However,  when  these  rural  carriers  cross  state  lines  to  transport 
their  passengers  to  the  closest  medical  facility,  they  can  run  afoul  of  ICC  require- 
ments unless  they  obtain  an  ICC  license,  which,  under  present  requirements,  in- 
volves obtaining  the  high  insurance  coverage  intended  for  commercial  buses. 

In  Minnesota,  due  to  this  requirement,  these  small  carriershave  stopped  crossing 
state  lines.  In  the  case  of  one  Minnesota  carrier  that  has  sought  to  comply  with  the 
ICC  licensing  requirements,  the  Heartland  Express,  its  insurance  costs  have  risen 
from  about  $1600  to  about  $10,600,  more  than  10  percent  of  its  budget,  and  it  still 
does  not  have  an  ICC  license.  As  these  rural  carriers  typically  operate  on  shoestring 
budgets  through  federal  and  state  grants,  the  increased  costs  only  hurt  the  services 
they  provide.  Any  such  increases  may  mean  transportation  services  are  eliminated, 
reduced,  or  made  less  convenient. 

While  it  is  important  that  these  carriers  maintain  liability  insurance  to  assure 
that  any  passengers  injured  in  an  accident  are  adequately  compensated  for  their  in- 
juries, it  is  also  important  that  we  not  diminish  these  services  to  the  rural  elderly 
and  disabled.  In  Minnesota,  meeting  the  transportation  needs  of  rural  elderly  and 
disabled  is  a  critical  problem,  and  in  the  years  ahead  these  needs  will  only  grow. 

My  hope  is  that  as  a  result  of  these  hearings,  appropriate  relief  can  be  afforded 
non-urban  transit  carriers  carrying  out  the  goals  of  the  Federal  Transit  Act.  There 
are  several  possible  approaches.  Since  these  carriers  are  primarily  providing  non- 
commercial intrastate  services,  it  can  be  argued  that  the  amount  of  insurance  they 
must  maintain  is  appropriately  left  to  the  states.  Alternatively,  the  ICC  might  be 
afforded  the  flexibility  to  determine,  on  a  case-by-case  basis,  whether  to  waive  or 
reduce  its  higher  insurance  requirements. 

The  Chairman  and  the  members  of  this  Subcommittee  have  demonstrated  their 
concern  about  meeting  the  transit  needs  of  rural  elderly  and  disabled  persons.  After 
hearing  the  testimony  today,  I  believe  that  the  Chairman  and  the  Members  of  this 
Subcommittee  will  agree  that  the  difficulties  faced  by  the  Minnesota  Department  of 
Transportation,  and  the  Minnesota  rural  carriers  affected  by  these  ICC  regulations, 
are  unjustified.  After  examining  the  pros  and  cons  of  possible  alternatives,  I  hope 
the  Subcommittee  will  support  taking  action  to  secure  appropriate  relief  for  the 
problems  it  will  be  examining  today. 


Prepared  Statement  of  Minnesota  Congressman  David  Minge 

Mr.  Chairman,  I  appreciate  the  opportunity  to  provide  my  statement  at  this  time. 
I  would  also  like  to  welcome  Mr.  Randall  Halvorson,  Director  of  the  Office  of  Transit 
at  the  Minnesota  Department  of  Transportation.  As  Director  Halvorson  will  testify, 
rural  communities  in  my  district  and  some  other  states  are  experiencing  unneces- 
sary hardships  in  transporting  elderly  and  disabled  folks  to  the  closest  medical  facil- 
ity, if  the  facility  happens  to  be  located  in  another  state. 

Lincoln  County  Heartland  Express  provides  much  needed  services  for  dozens  of 
rural  seniors  in  my  district  who  would  otherwise  be  unable  to  obtain  medical  atten- 
tion. Heartland  Express  is  occassionally  required  to  transport  passengers  to  Brook- 
ings and  Sioux  Falls,  South  Dakota,  the  closest  cities  where  certain  specialized  med- 
ical treatment  can  only  be  obtained.  Under  the  Bus  Regulatory  Reform  Act  of  1982 
(BRRA),  the  Interstate  Commerce  Commission  (ICC)  adopted  minimum  insurance 
requirements  for  bodily  injury  and  property  damage  for  regulated  motor  carriers. 
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While  the  BRRA  provides  needed  protection  for  interstate  and  intercity  commercial 
bussing,  it  applies  impossible  insurance  expenditures  for  invaluable  providers  like 
Heartland  Express.  "For  hire"  carriers  using  vehicles  with  a  capacity  of  15  or  less 
passengers  must  maintain  a  minimum  of  $1.5  million  in  liability  insurance.  This 
provision  is  economically  problematic,  if  not  prohibitive,  for  carriers  like  Heartland 
Express.  I  believe  we  should  work  to  exempt  smaller  carriers  like  Lincoln  County 
Heartland  Express  from  ICC  regulation. 

Mr.  Chairman,  I  urge  you  to  work  for  a  solution  that  enables  carriers  of  rural  el- 
derly and  disabled  persons  to  travel  to  the  most  efficient  location  without  unduly 
punishing  carriers  for  crossing  state  lines.  And  I  thank  you  for  your  timely  attention 
to  this  matter. 

Senator  Exon.  With  that,  I  am  pleased  to  recognize  Mr. 
Halvorson.  What  a  wonderful  name  from  the  State  of  Minnesota. 
Very,  very  appropriate. 

STATEMENT  OF  RANDALL  K.  HALVORSON,  DIRECTOR,  OFFICE 
OF  TRANSIT,  MINNESOTA  DEPARTMENT  OF  TRANSPORTATION 

Mr.  Halvorson.  Thank  you,  Mr.  Chairman.  My  name  is  Randy 
Halvorson.  I  am  transit  director  for  the  Minnesota  Department  of 
Transportation.  On  behalf  of  that  department  we  are  pleased  to  re- 
spond to  the  subcommittee's  request  to  provide  you  with  our  views 
on  issues  relating  to  rural  intercity  public  transportation.  The  issue 
I  will  address  today  impacts  the  ability  of  our  small  public  transit 
systems  to  provide  effective  transportation  that  permits  access  for 
rural  citizens  to  health  care  and  other  essential  goods  and  services. 

Specifically,  we  are  requesting  that  Congress  exempt  small  pub- 
lic transportation  systems,  motor  common  carriers  of  passengers, 
from  the  jurisdiction  of  the  Interstate  Commerce  Commission.  Ex- 
emption would  apply  to  motor  common  carriers  meeting  the  follow- 
ing conditions.  No.  1:  Vehicles  used  in  providing  the  transportation 
carry  no  more  than  15  passengers;  No.  2:  motor  carrier  receives 
funding  through  section  18  of  trie  Federal  Transit  Act;  No.  3:  the 
motor  carrier  meets  the  conditions  of  the  contracts  and  grants 
awarded  under  that  act;  and,  No.  4:  the  motor  carrier  meets  insur- 
ance requirements  imposed  by  State  law. 

Rural  transit  systems  are  typically  small,  often  one  or  two  vans 
or  small  busses  that  operate  on  limited  funding.  The  Lincoln  Coun- 
ty Heartland  Express  in  southwest  Minnesota  is  an  example  of  a 
public  transit  system  struggling  to  provide  efficient,  meaningful 
transportation  for  its  citizens.  The  county  is  sparsely  populated, 
having  no  communities  over  750  population — 35  percent  of  its  resi- 
dents are  over  the  age  of  55. 

The  Heartland  Express  program  provides  dial-a-ride  service  open 
to  the  general  public  to  communities  located  throughout  the  county 
utilizing  three  small  vans  and  a  volunteer  driver  program.  The 
total  annual  operating  budget — the  total  annual  operating  budget 
for  this  service  provided  for  the  entire  county — is  $94,000.  Operat- 
ing funds  are  generated  through  a  partnership  consisting  of  local, 
State,  and  Federal  contributions. 

The  nearest  medical  facility  to  Lincoln  County,  which  is  located 
on  the  South  Dakota  border,  is  Brookings,  SD.  The  nearest  Veter- 
ans Administration  hospital  is  in  Sioux  Falls,  also  in  South  Dakota. 
Today,  the  Lincoln  County  Heartland  Express  is  unable  to  trans- 
port passengers  to  these  important  destinations  because  of  unnec- 
essary regulatory  burdens;  specifically,  the  ICC  on  February  5  de- 
nied Lincoln  County  authority  to  transport  passengers  to  South 
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Dakota.  The  ICC  jurisdiction  over  such  rural  providers  should  be 
exempt  by  law. 

This  request  for  exemption  is  based  upon  the  following  rationale, 
which  is  discussed  at  length  in  written  testimony  submitted  for  the 
record.  No.  1:  The  exemption  is  consistent  with  Federal  and  State 
transportation  policy  goals;  No.  2:  The  exemption  is  consistent  with 
services  that  are  currently  exempt  from  ICC  jurisdiction;  No.  3: 
The  services  to  be  exempt  are  regulated  by  other  Federal  programs, 
including  the  Federal  Motor  Carrier  Safety  Regulations  and  the 
commercial  drivers  license  laws;  No.  4:  No  administrative  remedy 
for  exemption  is  currently  available;  and,  No.  5:  The  existing  ICC 
process  for  granting  authority  for  transportation  service  is  not  re- 
sponsive to  rural  transportation  needs.  Moreover,  it  is  unnecessary 
for  the  effective  provision  of  transportation  services  in  these  areas. 

I  would  like  to  expand  briefly  on  the  most  compelling  of  these  ra- 
tionale for  exemption,  that  relating  to  services  that  are  currently 
exempt  in  law. 

The  ICC  does  not  regulate  transportation  of  passengers  crossing 
State  boundaries  when,  "the  transportation  is  provided  entirely  in 
a  municipality,  in  contiguous  municipalities  or  in  a  zone  that  is  ad- 
jacent to  ana  commercially  a  part  of  the  municipality  or  munici- 
palities." This  applies  to  larger  border  cities  in  Minnesota  such  as 
Duluth,  which  shares  a  border  with  Superior,  WI,  and  to  the  city 
of  Moorhead,  which  is  contiguous  to  Fargo,  ND. 

Other  existing  exemptions  include  a  motor  vehicle  transporting 
only  school  children  and  teachers  to  and  from  school  and  a  motor 
vehicle  carrying  not  more  than  15  individuals  in  a  single  daily 
round  trip  to  commute  to  and  from  work. 

Mr.  Chairman,  I  should  also  note,  and  not  facetiously,  that  other 
exemptions  include  uncooked  fish,  crushed  rock,  and  broken  glass. 
I  can  transport,  in  Lincoln  County,  these  commodities  to  South  Da- 
kota, but  we  are  currently  unable  to  get  an  elderly  veteran  requir- 
ing daily  dialysis  to  the  Veteran's  Hospital  in  Sioux  Falls. 

In  closing,  Mr.  Chairman,  I  simply  want  to  reiterate  our  request 
that  Congress  exempt  Rural  Public  Transportation  Systems,  de- 
scribed earlier,  from  ICC  jurisdiction.  We  believe  that  such  exemp- 
tion meets  the  transportation  policy  goals  of  the  Federal  Govern- 
ment and  removes  an  unnecessary  burden  from  rural  Americans 
like  those  in  Lincoln  County,  MN.  And  it  is  on  behalf  of  those  citi- 
zens that  I  thank  you  very  much  for  the  invitation  to  speak  on 
their  behalf  today. 

[The  prepared  statement  of  Mr.  Halvorson  follows:] 

Prepared  Statement  of  Randall  K.  Halvorson 

Mr.  Chairman,  I  am  Randy  Halvorson,  Transit  Director  of  the  Minnesota  Depart- 
ment of  Transportation.  On  behalf  of  the  Department,  we  are  pleased  to  respond 
to  the  Subcommittee's  request  to  provide  you  with  our  views  on  issues  relating  to 
rural  intercity  public  transportation.  The  issue  I  will  address  today  impacts  the  abil- 
ity of  our  small  public  transit  systems  to  provide  effective  transportation  that  per- 
mits access  for  rural  citizens  to  health  care  and  other  essential  goods  and  services. 

The  purpose  of  my  testimony  is  to  request  relief  for  non-urban  public  transit  serv- 
ices from  federal  regulation  which  actually  impedes  the  delivery  of  necessary  transit 
services  to  persons  with  few  or  no  other  transportation  options.  Specifically,  the 
Minnesota  Department  of  Transportation  requests  that  Congress  exempt  small  pub- 
lic transportation  systems,  motor  common  carriers  of  passengers,  from  the  jurisdic- 
tion of  the  Interstate  Commerce  Commission.  Exemption  would  apply  to  motor  com- 
mon carriers  meeting  the  following  conditions: 
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(1)  vehicles  used  in  providing  the  transportation  carry  no  more  than  15  pas- 
sengers; 

(2)  the  motor  carrier  receives  funding  under  section  18  of  the  Federal  Transit  Act 
(49  U.S.C.  1614); 

(3)  the  motor  carrier  meets  the  conditions  of  contracts  or  grants  awarded  under 
section  18  of  the  Federal  Transit  Act  (49  U.S.C.  1614); 

(4)  the  motor  carrier  meets  insurance  requirements  imposed  by  State  law. 

DEFINITION  OF  ISSUE  AS  IT  RELATES  TO  LINCOLN  COUNTY 

The  regulatory  mechanism  represented  by  the  Interstate  Commerce  Commission 
influences  our  ability  to  provide  vital  transportation  services  whenever  there  is  a 
need  to  cross  state  borders.  In  Minnesota,  there  are  a  number  of  communities,  per- 
haps as  many  as  fifteen  or  twenty,  which  are  closer  to  service  centers  in  other  states 
than  to  those  within  Minnesota.  Over  the  years,  residents  of  these  communities 
have  come  to  rely  upon  access  to  these  health  care  facilities,  doctors  and  other  pro- 
fessionals who  are  close  to  their  homes,  but  may  be  just  over  the  state  boundary. 

Population  shifts  out  of  small  communities  and  a  general  increase  in  the  number 
of  people  55  years  of  age  or  older  have  contributed  to  the  need  for  public  transpor- 
tation. Many  community  hospitals  and  related  service  centers  have  been  closed, 
making  travel  to  larger  regional  centers,  sometimes  located  across  state  borders,  a 
necessity.  In  some  instances,  such  as  veterans  services,  individuals  are  assigned  to 
the  closest  participating  facility  which  may  very  well  be  over  the  state  line. 

Rural  transit  systems  are  typically  small,  often  one  or  two  vans  or  small  buses 
that  operate  on  limited  funding.  The  Lincoln  County  Heartland  Express  in  south- 
west Minnesota  is  an  example  of  a  public  transit  system  struggling  to  provide  effi- 
cient meaningful  transportation  for  its  customers.  The  county  is  sparsely  populated 
having  no  communities  over  750  population,  and  35  percent  of  current  residents  are 
over  age  55.  The  Heartland  Express  program  provides  dial  a  ride  service,  open  to 
the  general  public,  to  communities  located  throughout  the  county  utilizing  three 
small  vans  and  a  volunteer  driver  program.  The  total  annual  operating  budget  for 
this  service  provided  to  the  entire  county  is  $94,000.  Operating  funds  are  generated 
through  a  partnership  consisting  of  local,  state  and  federal  contributions. 

In  communication  with  state  legislators,  Shirley  Briffet,  Director  of  the  program, 
has  ably  addressed  the  importance  of  these  transit  services  to  the  people  of  Lincoln 
County.  In  one  letter,  she  wrote,  "Public  transit  is  an  important  element  in  achiev- 
ing the  mobility  which  is  essential  to  good  economic,  environmental,  and  social  con- 
ditions in  Minnesota  and  must  be  viewed  as  both  a  social  service  and  a  key  element 
of  the  infrastructure  which  supports  and  influences  the  very  form  of  our  society. 
People  here  in  Lincoln  County  want  to  remain  as  independent  as  possible — to  re- 
main in  their  own  homes.  They  rely  on  our  services  for  their  medical  trips,  con- 
gregate nutrition,  shopping  business  and  visiting  family  and  friends.  Without  public 
tin  spoliation,  a  great  many  older  people  will  have  more  trouble  leaving  their  homes, 
will  be  increasingly  cut  off  from  society  and  will  become  less  independent." 

The  nearest  major  medical  facility  to  Lincoln  County,  located  on  the  South  Dakota 
border,  is  in  Brookings,  South  Dakota.  The  nearest  Veterans  Administration  Hos- 
pital is  in  Sioux  Falls,  South  Dakota.  Today,  the  Lincoln  County  Heartland  express 
is  unable  to  transport  passengers  to  these  important  destinations  because  of  unnec- 
essary regulatory  burdens. 

The  Minnesota  Department  of  Transportation  (Mn/DOT)  has  received  an  informal 
opinion  from  the  Interstate  Commerce  Commission  (ICC)  that  small  urban  and 
rural  systems  funded  with  Federal  Transit  Administration  (FTA)  and  state  trans- 
portation monies  are  subject  to  ICC  regulation.  As  a  result,  carriers,  like  Lincoln 
County,  have  stopped  crossing  state  lines  and  are  not  now  providing  the  needed 
transportation.  In  some  cases,  passengers  are  being  transported  to  much  more  dis- 
tant facilities  at  greater  public  cost  and  use  of  resources. 

While  Mn/DOT  believes  this  regulation  is  superfluous,  an  attempt  has  been  made 
to  assist  Lincoln  County  in  obtaining  the  necessary  authority  from  the  ICC  to  pro- 
vide these  essential  services.  It  quickly  became  evident  that  the  process  when  ap- 
plied to  a  small  rural  provider  is  time-consuming,  cumbersome,  and  costly.  This  ef- 
fort began  in  the  spring  of  1992  with  Lincoln  County  seeking  out  an  insurance  car- 
rier to  provide  coverage  that  would  meet  ICC  requirements.  The  County  was  re- 
quired to  have  coverage  in  the  amount  of  $1.5  million  for  their  vehicles  which  carry 
fewer  than  fifteen  passengers.  After  several  months  of  searching,  insurance  was  se- 
cured by  "stacking"  excess  liability  coverage  on  the  existing  State  of  Minnesota  in- 
surance requirements.  The  annual  insurance  premium  jumped  by  over  500  percent, 
representing  approximately  11  percent  of  the  system's  total  annual  operating  cost. 
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Lincoln  County's  ICC  application  was  submitted  in  early  July,  1992.  Several  other 
rural  transit  programs  have,  suspended  the  submission  of  ICC  applications  and  are 
waiting  to  take  action  pending  the  Lincoln  County  experience.  Although  the  exact 
number  of  deferred  trips  due  to  these  regulations  is  difficult  to  ascertain,  the  impact 
on  access  to  out-of-state  services  is  considerable. 

On  February  5,  1993,  Lincoln  County  was  notified  that  the  application  for  ICC 
authority  had  been  denied.  The  decision  was  based  upon  protests  made  by  the 
American  Bus  Association  and  Southwest  Coaches,  Inc.,  a  private  carrier  operating 
in  the  area.  Southwest  Coaches'  protest  was  not  served  on  Lincoln  County  prior  to 
denial,  however,  and  in  subsequent  communication  between  the  Company  and  the 
County,  the  private  operator  has  acknowledged  a  misunderstanding  regarding  the 
proposed  service  and  has  indicated  inability  or  unwillingness  to  provide  it.  The 
County  is  currently  considering  re-applying  for  the  necessary  authority. 

EXEMPTION  CONSISTENT  WITH  FEDERAL  AND  STATE  TRANSPORTATION  POLICY 

The  request  for  exemption  is  consistent  with  the  policy  objectives  of  the  following 
laws: 

•  ISTEA — The  National  Intermodal  Transportation  System  shall  include  signifi- 
cant improvements  in  public  transportation  necessary  to  achieve  national  goals  for 

*  *  *  mobility  for  elderly  persons,  persons  with  disabilities,  and  economically  dis- 
advantaged persons  in  urban  and  rural  areas  of  the  country.  (Intermodal  Surface 
Transportation  Efficiency  Act  of  1991,  sec.  2) 

•  U.S.  Code — To  ensure  the  development,  coordination,  and  preservation  of  a 
transportation  system  that  meets  the  transportation  needs  of  the  United  States. 

*  *  *  it  is  the  policy  of  the  United  States  Government  to  provide  for  the  impartial 
regulation  of  the  modes  of  transportation  subject  to  this  subtitle,  and  in  regulating 
those  modes  *  *  *  provide  and  maintain  service  to  small  communities  and  small 
shippers  and  intrastate  bus  service.  *  *  *  (U.S.  Code,  Title  49,  Sec.  10101) 

•  Minnesota  Statutes — It  is  state  policy:  to  provide  access  to  transit  for  persons 
who  have  no  alternative  mode  of  transportation  available  (M.S.  174.21);  to  provide 
transit  services  throughout  the  state  to  meet  the  needs  of  transit  users  (M.S. 
174.01);  and  to  maintain  a  state  commitment  to  public  transportation  (M.S.  174.21). 

NO  ADMINISTRATIVE  REMEDY  FOR  EXEMPTION  AVAILABLE 

On  August  6,  1991,  the  American  Association  of  State  Highway  and  Transpor- 
tation Officials  (AASHTO)  requested  that  the  Interstate  Commerce  Commission 
(ICC)  grant  an  exemption  from  its  insurance  regulations  to  transportation  systems 
receiving  federal,  state  or  local  funds  to  operate  vehicles  of  15  or  fewer  passengers 
for  medical  or  social  service  trips.  The  ICC  responded  that,  "Unlike  in  the  case  of 
rail  common  carriers,  there  is  no  provision  in  the  Interstate  Commerce  Act  (ICA) 
that  would  allow  the  Commission  to  exempt  from  ICC  regulations  the  type  of  motor 
carrier  activity  you  describe."  The  ICC  does  not  have  the  authority  to  tale  such  ac- 
tion. Therefore,  special  legislation  is  necessary  which  would  either  amend  the  ICA 
to  exempt  the  subject  activity  from  regulation  or  give  the  Commission  the  necessary 
authority  to  do  so.  Minnesota  prefers  the  former  course,  an  outright  exemption  in 
law. 

EXEMPT-SYSTEMS  REGULATED  THROUGH  OTHER  MEANS 

Subsidized  transit  services  under  contract  to  the  Minnesota  Department  of  Trans- 
portation (Mn/DOT)  are  subject  to  federal  motor  carrier  safety  regulations,  commer- 
cial driver  license  laws,  and  state  traffic  regulations.  These  regulations  are  identical 
to  those  imposed  upon  passenger  services  under  the  jurisdiction  of  the  ICC. 

Transit  systems  receiving  federal  transportation  funding  must  also  comply  with 
Federal  Transit  Administration  (FTA)  rules.  Among  others,  these  rules  specifically 
address  the  issue  of  competition  between  publicly  Tunded  services  and  others.  For 
example,  recipient  systems  may  only  provide  charter  service  in  strictly  limited  cir- 
cumstances and  only  after  a  determination  is  made  that  others  are  unable  to  pro- 
vide the  service. 

EXEMPTION  REQUEST  IS  CONSISTENT  WITH  CURRENTLY  EXEMPT  SERVICES 

There  are  categories  of  services  similar  in  nature  ro  those  for  which  the  request 
is  made,  that  are  not  under  the  jurisdiction  of  the  Interstate  Commerce  Commis- 
sion. The  ICC  does  not  regulate  transportation  of  passengers  crossing  state  bound- 
aries when,  "the  transportation  is  provided  entirely  in  a  municipality,  in  contiguous 
municipalities,  or  in  a  zone  that  is  adjacent  to,  and  commercially  a  part  of,  the  mu- 
nicipality or  municipalities.  *  *  *"  This  applies  to  larger  border  cities  in  Minnesota 
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such  as  Duluth  which  shares  a  border  with  Superior,  Wisconsin,  and  the  City  of 
Moorhead  which  is  contiguous  to  Fargo,  North  Dakota. 

Other  existing  exemptions  include:  a  motor  vehicle  transporting  only  school  chil- 
dren and  teachers  to  or  from  school;  a  motor  vehicle  providing  taxicab  service  and 
having  a  capacity  of  not  more  than  6  passengers  and  not  operated  on  a  regular 
route  or  between  specified  places;  and  a  motor  vehicle  carrying  not  more  than  15 
individuals  in  a  single,  daily  round  trip  to  commute  to  and  from  work. 

EXISTING  FEDERAL  PROCESS  NOT  RESPONSIVE  TO  RURAL  NEEDS 

Minnesota  regulates  for  hire  transportation  services,  including  passenger  services. 
For  hire  passenger  services  must  apply  to  the  Minnesota  Transportation  Regulation 
Board  (TRB)  for  operating  authority  to  provide  service.  The  process  requires  an  ap- 

¥lication,  public  notice  of  the  application,  and  an  opportunity  for  public  hearing.  The 
RB  must  determine  whether  there  is  a  public  need  for  the  transportation  and 
whether  existing  services  have  demonstrated  that  they  meet  that  need.  The  TRB 
grants  or  denies  the  application  based  on  whether  the  applicant  is  fit,  willing  and 
able  to  provide  the  transportation  and  whether  the  transportation  is  in  the  public 
interest. 

In  1989,  the  Minnesota  Legislature  exempted  state  subsidized  transit  services 
under  contract  to  the  Mn/DOT  from  the  TRB  process.  Such  transit  services  are  se- 
lected to  receive  funding  based  on  a  determination  of  need  conducted  by  the  state 
in  close  coordination  with  the  local  community.  The  local  entity,  typically  a  munici- 
pality or  county,  may  operate  the  service  directly,  or  as  an  alternative,  the  recipient 
may  subcontract  for  these  transit  services.  Approximately  one-third  of  Minnesota's 
rural  transit  grant  recipients  bid  out  local  services  to  private  providers.  Care  is 
taken  to  coordinate  any  new  transportation  with  existing  service  and  to  utilize  the 
private  sector  where  there  are  cost  and  other  benefits.  Thus,  the  determination  of 
need  for  the  service  and  the  fitness  of  the  local  subsidized  provider  to  offer  service 
that  does  not  compete  with  those  already  in  place,  are  determined  by  the  agency 
providing  the  funding. 

In  like  manner,  it  is  unnecessary  for  the  ICC  to  assess  the  need  for  service  in 
areas  where  local  and  state  government  must  provide  subsidies  to  sustain  passenger 
service.  The  function  of  determining  need  for  service  and  what  is  in  the  public  inter- 
est has,  in  reality,  been  given  to  the  FTA  and  the  state. 

In  Minnesota,  rural  transit  needs  have  been  identified  in  a  Greater  Minnesota 
Transit  Plan  that  was  developed  in  conjunction  with  local  organizations  and  individ- 
uals, and  has  evolved  through  numerous  local  meetings  with  the  affected  parties. 
Based  largely  upon  this  work,  the  State  Legislature  has  determined  the  need  for 
a  comprehensive,  coordinated  transportation  network  to  meet  the  transit  require- 
ments of  rural  Minnesotans.  These  are  essential,  daily  living  service  needs  including 
transportation  to  health  care,  shopping,  education,  and  employment,  and  may  be 
contrasted  with  other  more  optional  types  of  transportation  commonly  characterized 
by  charter  service.  The  Legislature  is  currently  giving  strong  consideration,  even  in 
this  time  of  severe  state  funding  constraints,  to  an  appropriation  increase  rec- 
ommended by  the  Governor  that  would  permit  establishment  of  these  basic  transit 
services  in  each  of  the  eighty  counties  in  Greater  Minnesota. 

As  mentioned  previously  in  the  example  of  Lincoln  County,  the  process  for  obtain- 
ing ICC  authority  is  cumbersome  and  burdensome  at  best,  and  serves  little  purpose. 
We  suggest  that  the  Congress  exempt  such  rural  public  transit  service  from  the  ju- 
risdiction of  the  ICC,  just  as  Minnesota  has  exempted  it  from  the  jurisdiction  of  the 
state  Transportation  Regulation  Board  (TRB).  There  is  every  reason  to  believe  that 
this  action  will  have  no  adverse  impact  on  passengers  or  providers,  and  in  fact,  will 
assist  states  in  successfully  combining  resources  and  services  to  most  fully  meet  the 
transportation  needs  of  our  rural  citizens. 

SUMMARY 

In  closing,  Mr.  Chairman,  I  simply  want  to  reiterate  our  request  that  Congress 
exempt  rural  public  transportation  systems,  as  described  earlier,  from  ICC  jurisdic- 
tion. We  believe  that  sucn  exemption  meets  the  transportation  policy  goals  of  the 
federal  government  and  removes  an  unnecessary  burden  from  rural  Americans  like 
those  in  Lincoln  County,  Minnesota.  On  behalf  of  those  citizens,  I  thank  you  for  the 
opportunity  to  appear  before  you  today. 

Senator  Exon.  Mr.  Halvorson,  thank  you  very  much.  I  listened 
with  great  interest  to  your  stories.  It  seems  that  it  would  be  com- 
mon sense  that  some  of  these  restrictions  should  be  waived,  and  we 
will  be  visiting  with  the  Interstate  Commerce  Commission  to  see 
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what  help  they  might  be  able  to  give  you  on  expediting  these  prob- 
lems. 

While  I  hear  you  making  these  statements,  though,  I  am  also 
aware  of  continued  pressures  to  do  away  with  the  Interstate  Com- 
merce Commission  completely.  And  I  think  that  the  point  you  cite 
is  just  one  reason  we  should  have  an  Interstate  Commerce  Com- 
mission. We  will  certainly  take  up  your  concerns  with  the  Commis- 
sion. 

Let  me  ask  this  question  of  you.  I  assume  that  you  have  re- 
quested the  ICC  to  give  you  relief  or  a  waiver.  What  has  been  their 
response? 

Mr.  Halvorson.  Mr.  Chairman,  for  the  past  2  years  there  has 
been  an  exchange  of  letters,  particularly  between  attorneys  with 
the  ICC.  Our  assistant  attorney  general  asked  that  these  sort  of 
services  be  exempt.  That  was  denied.  And  the  discussion  hinged 
around  the  terms  "for  hire"  and  "compensation,"  and  there  are 
some  legal  definitions  that  we  simply  disagree  on. 

In  order  to  apply  for  the  authority,  which  Lincoln  County  in  fact 
did  about  a  year  ago,  we  had  to  provide  that  system  with  the  base 
insurance  levels  required,  $1.5  million  to  even  apply.  The  insurance 
premium  went  from  $1,600  to  $10,000.  That's  11  percent  of  the 
total  operating  budget  of  this  transportation  system. 

The  irony  of  it  is  that  we  have  not  provided  one  passenger  trip 
with  this  additional  insurance.  In  fact,  the  additional  insurance 
only  granted  us  the  privilege  to  apply  for  authority  which  has  sub- 
sequently been  denied. 

Senator  Exon.  Thank  you,  Mr.  Halvorson.  That's  very  telling  tes- 
timony. We  shall  check  into  that. 

Governor  Moul,  you  suggest  that  the  local  match  for  multi-State 
intercity  service  be  reduced  or  eliminated.  I  have  some  concerns 
about  how  realistic  eliminating  the  matching  requirement  is  in  to- 
day's climate  here  in  Washington,  DC,  with  regard  to  the  budget. 
However,  I  wondered  whether  there  has  been  a  discussion  of  con- 
tiguous States  possibly  pooling  their  resources  to  obtain  the  current 
or  reduced  match  requirements. 

Ms.  Moul.  I  will  refer  to  our  State  engineer. 

Mr.  Abbott.  Senator,  making  sure  that  I  understand  what  your 
question  was,  this  is  has  there  been  coordination  between  the 
States  or  what  has  been  the  result.  Is  it,  has  there  been  coordina- 
tion between  the  States? 

Senator  Exon.  Has  there  been? 

Mr.  Abbott.  There  has  been  very  minimal  at  this  point  in  time. 
What  we  have  found,  of  course,  is  depending  upon  the  number  of 
travelers  from  one  State  to  the  other,  if  it's  more  one  way  going  in 
and  coming  back  from  a  State  there's  reluctance,  as  with  the  colo- 
nies, to  say  well,  we're  spending  Wyoming  money  on  Nebraska 
travelers,  and  vice  versa.  I  mean,  not  picking  any  particular  State. 

What  we're  suggesting  is  that  in  some  of  these  areas,  which  may 
be  very  similar  to  the  Minnesota  situation  where  the  travel  is  pre- 
dominantly one  way,  either  into  the  adjacent  State,  be  it  for  medi- 
cal services  or  whatever,  that  the  matching  ratio  between  the 
two — it  would  be  very  difficult  to  have  a  recipient  State  of  people 
pay  the  subsidy  for  that  travel. 
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Senator  Exon.  I  get  your  point  now.  I  am  trying  to  understand 
that.  Except  that,  if  someone  is  going  to  a  veteran's  facility,  as  was 
outlined  by  Mr.  Halvorson,  it  would  seem  to  me  that  Minnesota 
would  be  anxious  and  able  to  provide  that  kind  of  specific  service. 
Obviously,  that  is  where  the  individual  should  go. 

But  I  can  imagine  that  if  80  or  75  percent  went  one  way,  you 
might  have  that  State  say,  why  should  we  be  paying  for  taking 
somebody  across  the  line  for  another  purpose?  That  is  something 
that  we  maybe  should  address  and  try  to  work  out.  It  seems  like 
that  could  be  worked  out  on  some  kind  of  a  basis  between  the 
States,  but  you  say  very  little  has  been  done  on  it. 

Mr.  Abbott.  There  has  not  been  an  extreme  or  a  lot  of  coordina- 
tion on  that  I  will  admit,  Senator. 

Senator  Exon.  Senator  Burns. 

Senator  Burns.  Thank  you,  Mr.  Chairman.  I  want  to  direct  a 
question  to  Mr.  Halvorson. 

Mr.  Halvorson,  we  have  the  same  problem,  I  guess,  up  in  Mon- 
tana, because  we  have  the  VA  facility  in  Miles  City,  but  it  also 
serves  the  western  part  of  the  Dakotas,  North  Dakota  and  South 
Dakota.  What  would  be  your  frequency?  How  many  veterans  would 
you  think  you  would  carry  with  this  bus  company  from  Lincoln 
County  to  Sioux  Falls  if  you  were  allowed  to  do  so? 

Mr.  Halvorson.  Mr.  Chairman,  we  have  been  carrying  those 
passengers  in  the  past.  We  ceased  carrying  them  when  we  found 
out  we  needed  ICC  authority.  The  system  has  been  operating  since 
1974.  In  1990,  it  carried  a  little  over  2,000  passengers  for  medical 
trips  to  South  Dakota.  I  do  not  know  that  they  all  went  to  the  vet- 
erans facility  and  what  portion  of  the  2,000  were  veterans.  I  could 
certainly  get  that  information  for  you. 

Senator  Burns.  Well,  I  was  just  looking  at  the  census  of  it.  I  am 
sure  there  would  be  some  people  who  would  use  the  services  that 
would  not  be  veterans,  but  I  just  wonder  what  your  demand  would 
be,  because  this  strikes  a  tone  in  our  eastern  part  of  Montana. 

I  have  no  further  questions.  I  thank  you  for  responding  to  that, 
though.  Would  you  like  to  comment  on  that? 

Mr.  Halvorson.  Well,  I  was  just  going  to  say  that  demand  will 
increase  because  a  new  nursing  home  that  is  exclusively  for  veter- 
ans is  being  constructed  in  that  part  of  the  State.  And  if  you  are 
a  veteran,  you  are  assigned  to  the  closest  regional  facility  hospital, 
which  is  in  Sioux  Falls.  And  so  our  demand  is  going  to  increase  in 
a  very  short  time. 

Senator  Burns.  Tell  me  the  miles  you  are  talking  about. 

Mr.  Halvorson.  About  100  miles. 

Senator  Burns.  What  city  is  your  nursing  home  going  to  go  in? 

Mr.  Halvorson.  I  do  not  remember  off  nand.  It  is  in  Lincoln 
County,  though. 

Senator  Burns.  Thank  you,  Mr.  Chairman. 

Senator  Exon.  Thank  you,  Senator  Burns.  Governor  Moul,  let  me 
ask  you  this  question.  In  your  written  testimony  you  mentioned 
that  rising  operations  and  insurance  costs,  and  a  loss  of  package 
service  revenue  have  resulted  in  a  loss  of  much  of  Nebraska  s  inter- 
city bus  service  operating  over  the  Interstate  Highway  System. 

Are  you  referring  to  State  insurance  requirements  or  the  ICC,  or 
both?  And  do  you  have  a  position  on  the  proposal  made  by  Mr. 
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Halvorson  of  the  Minnesota  DOT  to  except  small  carriers  operating 
vehicles  with  15  passengers  or  less  from  ICC  jurisdiction  under  cer- 
tain conditions? 

Governor  Moul.  Yes,  we  do  Mr.  Chairman.  I  would  refer  to  Mr. 
Abbott  for  specifics  on  that. 

Mr.  Abbott.  Again,  Senator,  we  agree.  And  it  is  the  ICC,  the 
regulations  of  trying  to  make  a  regulation,  one  regulation,  fit  every- 
thing causes  great  problems  whetner  it  is  insurance,  whether  it  is 
the  drug  testing  and  the  cost  associated  with  it,  that  there  has  to 
be  a  recognition  that  with  the  rural  service  we're  talking  about,  we 
are  talking  about  not  a  company  that  has  100  busses  operating,  but 
a  company  that  has  1  or  2  vans  operating  carrying  less  than  15 
people  a  day.  And  the  cost  associated  with  that  insurance  is  just 
not  reasonable  to  accept. 

If  I  may  add,  I  mentioned  that  the  drug  testing — we  are  not,  ob- 
viously, talking  about  drug  testing  for  drivers.  But  as  I  understand 
it,  and  this  was  explained  to  me  iust  before  I  left,  it  spills  over  to 
the  maintenance  of  the  vehicle  also.  And  if  you  are  a  city  with  a 
maintenance  staff,  drug  testing  applies  to  them  and  should. 

But  if  you  are  a  van  operator  that  takes  your  van  to  the  local 
service  station  to  have  the  oil  changed  then  that  falls  over,  as  has 
been  explained  to  me,  to  the  person  changing  the  oil  has  to  go 
through  the  drug  testing,  keep  the  records,  and  whatever.  And  this 
just  becomes,  again,  out  of  hand.  It  is  a  good  thought,  but  some- 
where reason  is  forgotten,  that  there  are  small  agencies  or  small 
groups. 

Senator  Exon.  Again,  the  development  of  an  extension  for  rules 
and  regulations  that  go  way  beyond  any  reasonable  purpose — and 
it  should  be  stopped. 

My  last  question — and  there  may  be  some  additional  questions 
for  the  record  to  each  of  you,  and  we  would  appreciate  your  an- 
swering them  for  the  record  as  quickly  as  you  can. 

My  last  question  would  be  of  you,  Mr.  Sander.  We  listened  with 
great  interest  to  the  problems  you  have  in  New  York,  and  certainly 
New  York's  intercity  bus  program  is  important,  obviously.  And  I 
thought  you  made  a  good  presentation  in  bringing  that  to  our  at- 
tention. Your  ability  to  maintain  and  interact  that  bus  network  is 
quite  impressive. 

Would  you  farther  explain  to  the  committee  the  service  and 
usage  formula  used  to  determine  the  level  of  support  provided  to 
these  carriers?  Additionally,  do  you  believe  there  are  any  unique 
characteristics  about  the  provision  of  the  bus  service  in  New  York 
or  about  your  ridership  that  would  make  New  York's  experience 
difficult  to  transfer  to  other  States,  or  would  most  of  it  be  possible, 
in  your  opinion? 

Mr.  Sander.  I  think,  and  next  time  I  will  do  it  shorter.  In  a  con- 
ceptual sense  I  think  that  it  is  transferrable.  It  is  a  subsidy  pro- 
gram. It  is  based  on  mileage  and  passengers.  It  is  more  for  the 
mileage,  and  that  is  beneficial  to  intercity  transport. 

It  also  allows  us  to  do  demonstrations.  We  try  routes  where, 
without  subsidy,  it  does  not  ultimately  break  even  and  then  gets 
discontinued.  So,  the  concept  of  doing  it  with  a  formula  based  on 
passengers,  on  mileage — because  of  the  nature  of  intercity  bus 
service,  more  of  a  weight  on  mileage.  The  idea  of  taking  some  ex- 
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perimentation.  Knowing  that  sometimes  there  may  be  a  loss  and 
it  will  not  be  continued.  We  think  that  that  would  work  elsewhere 
as  well. 

Senator  Exon.  One  last  question  of  all  of  you  with  regard  to  in- 
dustry relations.  How  do  you  view  the  relationships  in  your  States 
between  Greyhound  and  the  independent  carriers?  And  what  do 
you  believe  is  the  long-range  outlook  for  intercity  bus  service  in 
your  State,  considering  Greyhound  and  the  independent  carriers? 

I  also  simply  would  reference  the  testimony  by  Governor  Moul 
that,  according  to  her  testimony,  Greyhound  nas  increased  termi- 
nal fees  to  Arrow  Stage  Lines,  an  independent  carrier,  by  nearly 
30  percent.  Have  you  had  experiences  along  that  line  in  your 
States  that  appear  to  be  out  of  line  to  you? 

We  will  start  with  you,  Mr.  Halvorson. 

Mr.  Halvorson.  Speaking  on  behalf  of  Minnesota,  I  posed  that 
question  to  Betsy  Parker  who  is  the  director  of  our  motor  carrier 
service  office,  and  we  have  not  yet  had  the  same  sort  of  experience 
as  some  other  States.  I  would  like  to  point  out,  however,  that  we 
have  just  completed  a  statewide  transit  plan,  and  part  of  that  plan 
is  a  goal  to  reinstate  intercity  service.  And  that  will  be  done  in 
large  measure  at  the  consequence  of  ISTEA  and  some  increased  ap- 
propriations we  hope  are  forthcoming  from  the  State  legislature, 
which  is  meeting  as  we  are  speaking. 

Senator  Exon.  Mr.  Sander. 

Mr.  Sander.  Yes,  we  are  concerned  about  it.  We  have  seen  this 
happen  in  two  of  our  locations.  We  think  it  is  detrimental  to  the 
future  of  intercity  bus  service  in  New  York  State.  We  applaud  the 
seamless  concept  of  ISTEA.  We  think  this  goes  against  it.  What  we 
want  to  see  is  a  level  playing  field.  We  hope  that  Greyhound  and 
the  other  carriers  can  find  a  middle  ground  with  your  support. 

Senator  Exon.  Governor  Moul  or  Mr.  Abbott,  do  you  have  any- 
thing to  add?  I  was  referencing  your  testimony  to  the  other  States, 
but  if  you  have  anything  to  add,  I  would  be  glad  to  hear  from  you. 

Ms.  Moul.  One  of  the  particular  concerns,  Mr.  Chairman,  I  re- 
ferred to  in  my  testimony  was  that  this  increase  in  fees  was  to  an- 
other service  that  was  in  a  noncompetitive  situation  with  Grey- 
hound. There  are  other  factors  that  are  also  at  play  right  now,  and 
I  refer  specifically  to  a  situation  in  Lincoln,  Nebraska  where  it  is 
not  possible  for  passengers  for  our  bus  system  to  find  a  place  dur- 
ing the  winter  to  go  in  under  cover  while  they  are  waiting  for  the 
bus.  And  so  there  are  hardships  being  also  extended  to  the  pas- 
sengers of  our  motor  coach  services,  too. 

Senator  Exon.  Thank  you  very  much.  As  I  said,  there  may  be  ad- 
ditional questions  for  the  record,  and  we  would  appreciate  your  re- 
sponding to  them  as  quickly  as  possible.  Thank  you  for  coming  and 
helping  us,  and  we  did  appreciate  your  testimony. 

With  the  release  of  panel  No.  1,  I  call  our  final  panel  today, 
panel  No.  2.  Four  individuals — Mr.  Thomas  W.  Evans,  president  of 
American  Buslines;  Mr.  Robert  G.  Farris,  president  of  Valley  Tran- 
sit Co.  of  Harlingen,  TX;  Mr.  Frank  J.  Schmieder,  president,  chief 
executive  officer  of  Greyhound  Lines;  and  Mr.  Harry  W.  Blunt, 
president  of  Concord  Coach  Lines  from  New  Hampshire. 

I  welcome  each  and  every  one  of  you.  I  assume  you  have  listened 
very  carefully,  as  I  have,  to  the  testimony  that  we  have  had,  and 
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we  look  forward  now  to  hear  directly  from  the  industry  as  to  sug- 
gestions they  have  in  this  area. 
We  will  start  out  with  Mr.  Evans. 

STATEMENT  OF  THOMAS  W.  EVANS,  PRESIDENT,  AMERICAN 
BUSLINES,  INC.,  INDIANAPOLIS,  IN,  REPRESENTING  THE 
INDEPENDENT  BUS  COMPAMES  CREDITORS  COMMITTEE 

Mr.  Evans.  Thank  you,  Mr.  Chairman.  Mr.  Chairman  and  mem- 
bers of  the  subcommittee,  my  name  is  Thomas  W.  Evans,  president 
of  American  Buslines,  Inc.,  in  Indianapolis.  I  would  like  to  ac- 
knowledge the  presence  of  the  chairman  of  the  Independent  Bus 
Companies  Creditors  Committee,  Mr.  Bill  Steele  of  Carolina  Trail- 
ways,  who  is  present  today.  Also  a  member,  Joshua  Bennett,  presi- 
dent of  the  Capital  Trailways  in  Pennsylvania.  And  I  would  like  to 
make  one  last  appeal  to  either  one  of  those  two  gentlemen  to  make 
these  comments  today  instead  of  myself.  [Laughter.] 

Because  sorrowfully,  we  are  the  bearer  of  some  bad  tidings  and 
sometimes  the  messengers  get  in  trouble.  But  if  I  am  not  assisted 
by  those  folks,  I  will  proceed.  We  have  40  members  of  the  Inde- 
pendent Bus  Companies  Creditors  Committee.  I  am  testifying  on 
their  behalf. 

Within  the  past  decade,  as  has  been  mentioned  several  times  this 
morning,  intercity  bus  service  has  been  lost  to  quite  a  number  of 
communities  in  the  country.  And  while  that  is  for  a  number  of  rea- 
sons, I  think  there  is  one  important  factor  within  the  last  year  and 
a  half  or  so,  and  that  has  to  do  with  a  number  of  actions  of  Grey- 
hound Lines,  Inc. 

Prior  to  1991,  the  policy  of  Greyhound  and  the  independent  car- 
riers was  to  work  cooperatively,  maybe  symbiotically,  with  ease  of 
travel  and  customer  service  being  the  prime  criteria.  Interestingly, 
it  worked,  with  the  result  that  after  many  years  of  decline,  during 
the  period  from  1987  to  1989  the  bottom  was  found  and  passengers 
began  to  come  back  to  the  buses.  Despite  that,  though,  in  the  fall 
of  1991  Greyhound  refocused,  and  because  of  that  refocusing  a 
number  of  things  happened  causing  a  downward  spiral  in  ridership 
and  in  customer  convenience. 

I  would  like  to  give  you  about  five  quick  examples  of  that.  No. 
1,  Greyhound  has  moved  away  from  the  principle  of  full  passenger 
interchangeability  between  their  operations  and  the  operations  of 
interline  carriers.  This  was  a  principle  that  was  enunciated  in  1987 
when  Greyhound  Lines,  Inc.  acquired  Trailways  Lines,  Inc. 

Second,  Greyhound  has  imposed  a  steep  increase  in  the  service 
charge  for  handling  interline  tickets. 

Third,  they  have  dramatically  increased  terminal  rents  in  some 
cases,  in  fact  in  many  cases. 

Fourth,  they  have  recently  ended  a  tradition  of  some  55  years  of 
publishing  their  schedules  in  a  schedule  book  subscribed  to  and 
published  in  by  virtually  all  the  intercity  scheduled  carriers. 

And  finally,  they  have  announced  the  plans  to  institute  a  com- 
puterized reservation  system.  And  while  we  do  not  know  very  much 
about  it,  the  indications  are  we  may  not  be  able  to  participate  in 
that. 

Now,  normally  all  of  these  steps,  I  think,  would  be  viewed  as  the 
usual  and  proper  workings  of  a  competitive  marketplace.  But,  un- 
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fortunately,  in  an  industry  where  Greyhound  dominates  to  the  tune 
of  about  70  percent  of  the  market  and  almost  all  of  the  large  city 
terminals,  those  same  steps  could  be  viewed  as  anticompetitive. 

So  far,  the  negative  results  are  these:  The  restrictive  fares  which 
lock  out  the  interline  carriers,  of  course,  also  lock  out  certain  pas- 
sengers or  inconvenience  them  by  delays  or  circuitous  routing.  We 
have  found  that  passengers  usually  cannot  understand  why  we 
must  deny  them  boarding  on  a  ticket  that  is  restricted.  When  we 
do  inadvertently  carry  one  of  those  passengers,  of  course,  we  are 
not  able  to  get  reimbursed  for  it.  And  that  is  our  problem  perhaps, 
but  most  importantly  the  inconvenienced  passengers  may  not  trav- 
el next  time;  perhaps  they  are  going  to  stay  home. 

The  terminal  rent  increases  have  been  in  some  cases  extreme. 
Richmond,  VA,  for  example,  had  an  increase  of  25  up  to  57  percent, 
the  percentage  figure  having  to  do  with  that  percent  of  the  value 
of  the  ticket  retained  by  Greyhound  for  the  use  of  the  terminal. 
That  effectively  forced  a  carrier  called  James  River  Bus  Lines  out 
on  the  street.  And  that  is  only  anecdotal.  It  happens  that  bus  serv- 
ice has  been  lost  in  Virginia,  West  Virginia,  North  Carolina,  Ohio, 
Missouri,  California,  Oregon,  Washington,  and  the  District  of  Co- 
lumbia, that  we  are  aware  of,  and  probably  elsewhere. 

Greyhound's  withdrawal  from  the  national  schedule  publication 
now  makes  the  planning  of  an  interline  trip  difficult,  placing  a  bur- 
den on  ticket  agents  and  upon  their  prospective  passengers.  This, 
in  my  own  company's  instance,  led  to  the  elimination  of  the  only 
service  between  Parkersburg  and  Clarksburg,  WV,  because  of  the 
fact  that  the  agents  for  the  connecting  service  were  no  longer  in- 
formed about  the  connection  and  therefore  we  could  anticipate  a 
substantial  decline  in  the  number  of  connecting  passengers  that  we 
could  receive  to  make  that  service  viable. 

The  ICC,  we  now  know,  has  promised  to  study  these  matters  and 
we  are  highly  hopeful  that  that  study  will  be  timely  and  will  be  re- 
sult oriented.  In  addition,  we  believe  this  subcommittee's  regular 
oversight  is  both  warranted  and  essential  to  avoid  the  necessity  for 
remedial  legislation. 

I  want  to  thank  you  very  much  for  the  appearance  and  naturally 
will  be  glad  to  take  questions  at  the  end  of  the  panel. 

[The  prepared  statement  of  Mr.  Evans  follows:] 

Prepared  Statement  of  Thomas  W.  Evans 

My  name  is  Thomas  W.  Evans.  I  am  the  President  of  American  Buslines,  Inc.  in 
Indianapolis,  Indiana.  My  company  has  been  in  business  since  1986,  and  we  provide 
scheduled  bus  service  in  Illinois,  Indiana,  Kentucky,  Ohio,  Michigan  and  West  Vir- 
ginia. 

I  also  serve  as  a  director  of  the  Independent  Bus  Companies  Creditors  Committee 
("IBCCC"),  and  I  am  here  today  to  present  testimony  on  behalf  of  the  IBCCC  mem- 
ber companies.  With  me  is  Richard  A.  Allen,  counsel  to  the  IBCCC.  We  are  ex- 
tremely concerned  about  certain  actions  by  Greyhound  Lines,  Inc.  ("Greyhound") 
and  their  effect  on  our  ability  to  continue  to  provide  service  to  bus  passengers  na- 
tionwide. 

The  General  Accounting  Office  has  amply  documented  the  decline  in  intercity  bus 
service  in  this  country  over  the  past  20  years.1  According  to  the  GAO  Report,  fewer 
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than  half  of  the  locations  receiving  intercity  bus  service  in  1982  still  had  service  in 
1991.  Some  6,130  points,  mostly  in  rural  areas,  lost  all  intercity  bus  service  between 
1982  and  1991.  Greyhound  itself  has  abandoned  many  routes  in  an  effort  to  cut  un- 
profitable service  and  improve  its  bottom  line.  The  IBCCC  members  fear  that  Grey- 
hound, by  isolating  itself  from  the  regional  carriers  and  by  abusing  its  dominant  po- 
sition in  the  industry,  will  cause  the  regional  carriers  to  drop  additional  service.  In 
fact,  Greyhound's  actions  over  the  past  18  months  have  forced  many  regional  car- 
riers, including  my  company,  to  drop  service  in  a  number  of  markets.  This  lost  serv- 
ice has  not  been  picked  up  by  Greyhound  or  any  other  carrier. 

The  IBCCC  members  have  had  problems  with  Greyhound  over  the  past  18  months 
in  the  following  areas: 

1.  mutual  interchange  of  tickets; 

2.  interline  commission  rates; 

3.  bus  terminal  access  and  charges; 

4.  availability  of  schedule  information;  and 

5.  implementation  of  Greyhound's  computer  reservations  system. 

In  a  normally  competitive  marketplace,  our  problems  might  not  warrant 
Congress's  consideration.  But  the  intercity  bus  industry,  because  of  its  single  domi- 
nant carrier,  is  unique  among  transportation  industries  in  this  country.  Normal 
competitive  responses  are  not  usually  available  to  the  smaller  regional  carriers  sim- 
ply because  of  Greyhound's  relative  size  and  strength  in  the  marketplace. 

We  believe  the  competitive  imbalances  in  the  bus  industry  has  been  a  significant 
factor  contributing  to  the  sharp  decline  in  bus  service,  particularly  in  the  past  18 
months.  We  believe  Greyhounds  actions  over  that  period  raise  a  fundamental  ques- 
tion as  to  the  appropriate  role  of  the  federal  government  in  preserving  and  promot- 
ing intercity  bus  service  in  this  country. 

BACKGROUND  OF  THE  IBCCC 

The  IBCCC  was  formed  by  a  group  of  regional  intercity  bus  carriers  during  the 
Greyhound  bankruptcy  in  1990-91.  The  regional  carriers  provided  interline  service 
with  Greyhound  and  were  owed  interline  ticketing  settlements  by  Greyhound  as  a 
result  of  that  service.  The  regional  carriers  therefore  formed  a  "creditors  committee" 
to  protect  their  interests  during  the  bankruptcy  proceedings.  Although  Greyhound 
has  now  emerged  from  bankruptcy,  the  IBCCC  has  remained  in  existence  to  address 
the  common  concerns  of  its  members  and,  in  particular,  to  address  the  problems 
arising  from  their  individual  relationships  with  Greyhound. 

At  present  there  are  40  bus  companies  that  are  members  of  the  IBCCC.  A  list 
of  the  member  companies  is  attached  as  Appendix  A. 

RELATIONSHIP  OF  THE  IBCCC  MEMBERS  TO  GREYHOUND 

Before  discussing  these  issues  in  depth,  however,  it  would  be  useful  to  provide 
some  background  on  how  the  relationship  between  Greyhound  and  the  regional  car- 
riers has  developed  over  the  past  several  years. 

Until  1987,  most  IBCCC  carriers  were  affiliated  with  Trailways  Lines,  Inc.  as  part 
of  the  National  Trailways  Bus  System.  Trailways  Lines,  Inc.  operated  a  national 
intercity  bus  network  in  direct  competition  with  Greyhound — they  were  the  only  two 
national  bus  networks.  But  Trailways,  unlike  Greyhound,  consisted  of  a  trunk  line, 
Trailways  Lines,  Inc.,  and  a  network  of  affiliated  regional  carriers.  In  contrast, 
Greyhound  operated  its  national  network  almost  exclusively  as  a  single  integrated 
carrier. 

In  July  1987  Trailways  Lines,  Inc.  was  on  the  verge  of  ceasing  operations,  and 
Greyhound  sought  from  the  Interstate  Commerce  Commission  and  received  tem- 
porary authority  to  acquire  the  operating  authorities  and  principal  operating  assets 
of  Trailways  Lines,  Inc.  On  May  27,  1988  the  ICC  permanently  approved  that  acqui- 
sition and  Greyhound's  acquisition  of  Trailways'  interest  in  Continental  Panhandle 
Lines,  Inc.2  As  a  result  of  that  acquisition,  Greyhound  is  the  only  bus  company 
today  with  a  nationwide  route  system  and  has  a  paramount  position  in  the  intercity 
bus  market.  As  set  out  in  the  GAO  Report,  "Greyhound  dominates  the  regular  route 
service  by  intercity  carriers  with  75  percent  of  the  revenues  and  43  percent  of  the 
passengers.  The  next  three  largest  intercity  carriers  accounted  for  8  percent  of  the 


on  Commerce,  Science,  and  Transportation,  U.S.  Senate)  (June  1992)  (hereinafter  "GAO  Re- 
port"). 

2GLI  Acquisition  Company— Purchase— Trailways  Lines  Inc.  et  al.,  4  I.C.C.  2d  591  (1988), 
affd  sub  nom.,  Peter  Pan  Bus  Lines,  Inc.,  et  al.  v.  ICC,  Nos.  88-1556  and  88-1567  (D.C.  Cir. 
May  8,  1989). 
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revenues  in  1990."  3  greyhound  controls  an  even  larger  percentage  of  the  bus  indus- 
try's terminal  facilities,  ticketing  outlets  and  telephone  communications. 

When  Greyhound  filed  its  application,  most  independent  bus  companies,  many  of 
whom  were  members  of  the  National  Trailways  Bus  System,  were  extremely  con- 
cerned that  Greyhound's  acquisition  of  the  only  other  competing  company  with  a  na- 
tional route  system  would  enable  Greyhound  to  prevent  other  companies  from  com- 
peting with  it  and  would  make  the  survival  of  most  of  them  completely  dependent 
on  Greyhound's  willingness  to  cooperate  with  them  on  such  matters  as  the  inter- 
change of  tickets  and  passengers,  the  reciprocal  marketing  and  selling  of  tickets, 
and  the  joint  use  of  and  access  to  terminals.4  Greyhound's  management,  led  by  its 
then  President  and  Chairman,  Fred  G.  Currey,  went  to  great  lengths  to  reassure 
the  independent  carriers  and  to  gain  their  endorsement  01  Greyhound's  acquisition 
of  Trailways.  Mr.  Currey  met  with  the  members  of  the  NTBS  on  June  30,  1987  and 
assured  them  that  after  its  acquisition  of  Trailways,  Greyhound  would  work  coop- 
eratively with  the  independent  Trailways  carriers  to  improve  the  intercity  bus  in- 
dustry as  a  whole.  Among  other  things,  as  reflected  in  a  follow-up  letter  to  NTBS 
members  that  day,  Mr.  Currey  stated: 

1.  We  believe  that  it  is  in  the  best  interest  of  Greyhound  Lines,  Inc.,  Trail- 
ways  Lines,  Inc.,  and  the  independent  members  of  the  NTBS  to  work  together 
to  maintain  through  service,  pooling,  interline  arrangements  and  connecting 
schedules  in  those  markets  that  each  of  us  serve  in  such  combinations  today. 
Such  arrangements  benefit  the  traveling  and  shipping  public.  To  that  end,  we 
hope  and  expect  that  the  historic  cooperation  that  has  occurred  in  changing 
schedules  will  be  continued  within  the  context  of  the  historic  right  of  independ- 
ent action  with  regard  to  altering  service  that  has  been  exercised  from  time  to 
time  by  each  member  of  NTBS. 

2.  We  support  honoring  each  other's  tickets  in  all  situations.  What  is  good  for 
the  customer  is  good  for  the  bus  industry  and  to  offer  our  customers  the  conven- 
ience of  completely  interchangeable  tickets  will  benefit  all  of  us. 

3.  If  you  are  currently  a  tenant  or  provide  or  receive  service  at  a  facility  con- 
trolled by  either  Greyhound  or  Trailways  Lines,  your  continued  use  of  the  cur- 
rent facilities  or  the  new  consolidated  facility  at  a  fair  and  reasonable  cost  will 
be  welcomed  for  the  services  you  provide  or  use  today. 

Greyhound's  endorsement  of  the  principle  of  the  mutual  honoring  of  tickets  was 
of  critical  importance  to  the  independent  carriers.  Under  this  principle,  commonly 
known  in  the  bus  industry  as  "optional  honoring",  a  group  of  carriers  agree  that  a 
ticket  issued  by  any  of  them  for  transportation  between  two  points  may  be  honored 
by  any  carrier  serving  those  points  or  some  portion  of  the  journey,  and  the  issuing 
carrier  will  pay  the  honoring  carrier  the  revenue  received  from  the  sale  of  the  ticket, 
or  a  mileage  prorated  portion  of  the  revenue  in  the  case  of  interline  transportation, 
less  a  commission  for  honoring  the  ticket.5 

Before  1988  some  carriers  agreed  on  a  bilateral  basis  to  honor  each  other's  tickets 
(see,  e.g.,  Optional  Honoring)  and  NTBS  carriers  did  so  as  a  group,  but  Greyhound 
and  Trailways  carriers  did  not  honor  each  other's  tickets  as  a  general  rule.6  Al- 
though this  caused  some  inconvenience  to  passengers,  the  inconvenience  was  not  so 
great  because  there  were  two  competing  national  systems  and  for  most  destinations 
carriers  had  a  choice  of  carriers.  With  the  elimination  of  the  second  national  system 
through  Greyhound's  acquisition  of  TLI,  recognition  of  ticket  interchangeability  and 
the  mutual  honoring  of  tickets  became  critically  important  to  independent  carriers 
and  for  the  convenience  of  the  public. 

Greyhound  reassured  not  only  the  independent  carriers  but  also  the  Commission 
on  this  point.  Thus,  Greyhound  filed  with  the  Commission  a  copy  of  a  press  release 
concerning  the  June  30,  1987  meeting  with  NTBS  carriers  which  reported:  'The 


3GAO  Report  at  19. 

4 The  routes  operated  by  Trailways  Lines,  Inc.  were  a  critical  component  of  the  NTBS  system 
without  which  the  NTBS  is  not  a  national  network.  Although  there  is  still  an  entity  made  up 
of  independent  carriers  which  is  known  as  the  National  Trailways  Bus  System,  the  carrier  mem- 
bers each  operate  regional  systems  that  are  largely  unconnected  with  each  other,  and  for  the 
most  part  they  must  rely  on  their  connections  with  Greyhound  to  be  able  to  offer  their  pas- 
sengers bus  transportation  beyond  their  systems. 

6  See  Optional  Honoring  of  Bus  Tickets,  Greyhound  and  M.K.  &  O.,  329  I.C.C.  662  (1966),  affd 
sub  nom.  Greyhound  Lines,  Inc.  v.  United  States,  268  F.Supp.  746  (N.D.  111.  1967)  affd  389  U.S. 
216  (1967).  The  practice  is  known  as  "optional  honoring"  because  the  passenger  has  the  option 
of  taking  either  the  ticketing  carrier  or  another  carrier  with  a  more  convenient  departure  sched- 
uled. 

6  In  specific  cases,  an  authorized  agent  of  the  ticket -issuing  carrier  could  authorize  the  other 
carrier  to  honor  a  ticket,  usually  by  placing  a  "diversion  sticker"  on  it,  but  they  were  not  re- 
quired to  do  80. 
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Greyhound  chairman  also  endorsed  the  current  policy  under  which  companies  honor 
each  other's  tickets  and  make  use  of  common  terminal  facilities."7  Also,  in  the  Affi- 
davit of  Fred  G.  Currey  in  support  of  the  application  for  permanent  authority,  Grey- 
hound's Chairman  stated,  among  other  things: 

The  intercity  bus  industry  will  turn  around  only  when  national  and  regional 
carriers  recognize  that  they  have  a  shared  interest  in  revitalizing  and  expand- 
ing the  industry  in  the  face  of  intense  intermodal  competition — and  that  these 
considerations  are  far  more  significant  than  which  carrier  gets  a  particular  pas- 
senger or  package.  *  *  * 

Greyhound's  actions  demonstrate  its  belief  that  coordination  and  cooperation 
among  bus  carriers  is  essential  to  the  long  term  success  of  the  bus  industry. 
Greyhound  intends  to  be  the  industry  leader  in  pursuing  innovative,  cooperative 
business  practices  among  carriers  that  will  improve  the  quality,  convenience 
and  attractiveness  of  bus  transportation. 

In  that  regard,  I  wholeheartedly  support  the  philosophy  that  all  carriers 
should  provide  the  "swiftest,  safest  and  surest"  trip  to  the  ultimate  destination 
for  every  passenger  and  package.  The  intercity  bus  industry  should  drop  its  pre- 
occupation with  unwise,  protectionist  practices  *  *  *  and  focus  instead  on  the 
one  approach  that  truly  can  rescue  the  industry  from  its  decline — responding 
to  the  needs  of  the  consumer. 
Currey  Affidavit,  dated  October  6,  1987,  at  3  and  17. 

Greyhound  also  submitted  to  the  Commission  affidavits  of  other  individuals  in  the 
bus  industry  who  supported  the  Greyhound  acquisition  and  who  cited  optional  hon- 
oring and  terminal  consolidation  as  important  factors  in  this  support.  Thus,  Grey- 
hound submitted  the  Affidavit  of  Robert  J.  Bernard,  the  immediate  past-President 
of  the  NTBS,  who  stated  explicitly: 

Two  aspects  of  that  Greyhound/T railways  acquisition  that  in  my  view  will 
have  a  tremendous  impact  on  our  industry  are: 

First:  The  optional  honoring  of  tickets  on  a  universal  basis  between  Grey- 
hound and  all  the  Trailways  carriers;  and 

Second:  The  consolidation  of  terminal  facilities  throughout  the  country. 
I  am  certain  that  anyone  connected  with  the  bus  industry  will  recognize  that 
these  two  developments  will  do  more  for  the  traveling  public  than  anything  the 
bus  industry  has  done  in  its  history. 
Bernard  Affidavit,  dated  October  6,  1987,  at  116. 

Similarly,  it  submitted  the  Affidavit  of  Martin  Kramer,President  of  Southeastern 
Trailways,  Inc.  and  Vice  President  of  Deluxe  Trailways,  Inc.,  in  which  Mr.  Kramer 
stated,  in  part: 

Another  recent  change  that  benefits  our  customers  involves  our  decision,  and 
Greyhound's,  to  honor  each  other's  tickets.  In  the  past,  any  t>assenger  who 
missed  a  connecting  bus  was  inconvenienced  because  we  refused  to  honor  each 
other's  tickets  between  cities  where  we  were  in  competition.  Since  GLI  began 
to  operate  Trailways,  we  have  changed  our  procedures  and  have  begun  to  honor 
each  other's  tickets  so  that  our  passengers  conveniently  can  take  the  next  bus 
leaving  the  terminal  regardless  of  which  bus  company  sold  them  a  ticket.  This 
often  saves  our  passengers  a  wait  of  4  to  5  hours.  Because  this  practice  (which 
has  been  followed  by  the  airline  industry  for  some  years)  benefits  our  cus- 
tomers, it  ultimately  will  benefit  our  companies,  as  well. 

Kramer  Affidavit,  dated  October  6,  1987,  at  2-3. 

In  reliance  on  Greyhound's  representations  to  the  bus  industry  and  to  the  Com- 
mission, the  Commission  declined  to  impose  optional  honoring  or  any  other  condi- 
tion upon  the  Greyhound  acquisition  of  Trailways.  As  the  Commission  observed: 

The  mutual  honoring  of  tickets  and  package-express  waybills  has  already 
been  substantially  accomplished.  It  will  surely  be  continued  where  it  is  impor- 
tant to  meet  customers'  needs.  On  this  record,  we  have  no  cause  to  be  concerned 
about  any  major  departure  from  established  practices. 

GLI  Acquisition,  4  I.C.C.  2d  591,  612  (1988). 

Despite  these  assurances,  Commissioners  Simmons  and  Lamboley  would  have  im- 
posed conditions  on  Greyhound.  Commissioner  Simmons  stated: 

*  *  *  Greyhound's  present  attitude  is  no  guarantee  against  future  actions 
which  might  not  be  in  the  best  interests  of  the  bus-riding  public  as  a  whole. 
Thus,  I  think  that  conditions  should  have  been  imposed  on  the  merger  to  assure 
that  the  future  benefits  foreseen  by  the  transaction  are  realized  without  danger 
of  unfair  competitive  practices  such  as  those  feared  by  NTBS  I  believe  condi- 


7  Attachment  to  Affidavit  of  J.  Floyd  Holland,  Vice  President  Staff  Operations,  GLI  Holding 
Co. 
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tions  regarding  impartial  routing  of  passengers  and  honoring  of  waybills  would 
not  have  proven  too  onerous. 

4  I.C.C.  2d  at  619. 

As  indicated  in  the  Commission's  decision,  after  Greyhound  commenced  operating 
TLI's  routes  and  properties  in  July  1987  it  and  the  other  independent  carriers  began 
to  implement  a  policy  of  optional  honoring  and  interchangeability  of  tickets.  The  did 
so  by  adopting  the  following  general  rule  in  the  rules  tariff  issued  by  the  National 
Bus  Traffic  Association: 

Tickets  will  be  completely  interchangeable  and  acceptable  for  transportation 
via  the  routes  and  schedules  of  the  "Issuing  Carriers"  hereto,  whether  such  tick- 
ets are  "closed  out"  or  have  diversion  stickers  thereon. 

ICC  NBTA  1000,  Section  A,  Rule  No.  3,  1(BXD.8 

For  more  than  four  years  after  the  Trailways  acquisition  Greyhound  lived  up  to 
its  representations  to  the  Commission  and  to  the  rest  of  the  industry.  During  the 
perioa  from  1987  to  1991  Greyhound  adhered  to  the  policy  of  optional  honoring.  Its 
tariffs  incorporated  the  rules  of  ICC  NBTA  1000  by  reference  and  did  not  restrict 
their  application  in  any  significant  respects  against  their  use  on  other  bus  lines. 
This  policy,  which  has  generally  been  followed  for  some  years  in  the  airline  indus- 
try, greatly  benefitted  the  travelling  public  by  permitting  them  to  take  the  most  con- 
venient and  direct  buses  to  their  destinations  and  thereby  often  avoiding  many 
hours  of  delay  and  many  miles  of  circuitous  travel.  Over  that  period  the  public  as 
well  as  the  drivers  and  ticket  agents  of  all  the  carriers  became  accustomed  to  using 
any  ticket  on  any  bus  travelling  to  the  destination  or  to  an  intermediate  connecting 
point. 

Additionally,  in  1987  Greyhound  invited  the  regional  Trailways  carriers  to  move 
out  of  the  Trailways  terminals  and  into  the  Greyhound  terminals  as  an  efficiency 
measure  (until  1987  Greyhound  and  Trailways  operated  out  of  separate  terminals 
in  virtually  all  locations).  Consolidation  of  terminals  made  interline  connections 
much  more  convenient  for  passengers,  particularly  since  Greyhound  had  the  only 
national  route  network  and  passengers  wishing  to  travel  beyond  the  route  network 
of  the  regional  carriers  would  have  to  visit  the  Greyhound  terminal  to  do  so.  The 
tenant  carriers  paid  Greyhound  a  charge  for  their  use  of  the  terminals,  which  in 
most  cases  was  expressed  as  a  percentage  of  the  tenant's  revenues  derived  from  its 
ticket  sales  at  each  terminal. 

This  cooperative  arrangement  worked  to  the  benefit  of  the  passengers.  It  was  also 
a  profitable  arrangement  for  Greyhound. 

The  following  chart  is  taken  from  Annual  Reports  published  by  the  ICC  Office  of 
Economics. 

Greyhound  Lines,  Inc. 

[Income  and  passenger  (000)] 


Year 

Net  carrier  01 

Net  income 

Passengers 
carried 

Operating  ratio 

1986  

52,404 
5,170 
41,213 
58,006 
(96,546) 
30,090 
31,867 

34,735 

(17,489) 

(10,978) 

2,807 

(186,129) 

(634) 

635 

27,729 
35,101 
22,062 
22,341 
15,744 
15,989 
11,526 

91.8 

1987  

99.3 

1988  

952 

1989  

937 

1990  

1146 

1991  

956 

1992  (9  mos.)  

93.4 

Source:  Quarterly  Reports,  ICC  Office  of  Economics,  "Large  Class  I  Motor  Carriers  of  Passengers  Selected  Earnings  Data,"  1986- 
1992. 

The  data  show  that  in  1986  Greyhound  had  a  net  operating  income  of  over  $52 
million  and  an  overall  net  income  of  $34  million.  After  taking  on  the  initial  expenses 
and  the  long-term  debt  of  the  Trailways  acquisition,  Greyhound's  operating  income 
fell  to  $5  million  in  1987  and  it  showed  a  net  loss  for  that  year  of  over  $17  million. 
But  over  the  next  two  years  Greyhound's  financial  position  improved  markedly,  and 


8 ICC  NBTA  1000  defines  the  "Issuing  Carriers"  as  all  carriers  which  are  parties  to  that  tariff. 
These  include  almost  all  carriers,  including  Greyhound.  "Closed  out"  and  "diversion  stickers"  are 
industry  terms  that  were  used  before  the  genera]  adoption  of  optional  honoring  when  a  carrier 
issuing  an  otherwise  restricted  ticket  wished  allow  another  carrier  to  honor  that  ticket  on  a  spe- 
cific trip — for  example,  where  the  issuing  carrier's  bus  broke  down  or  was  late.  The  issuing  car- 
rier's agent  would  stamp  "closed  out"  on  the  ticket  or  put  a  diversion  sticker  on  it  to  signify 
that  the  ticket  could  be  honored  and  reclaimed  against  the  issuing  carrier. 
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by  1989  it  had  a  $58  million  operating  income  and  net  income  of  $2.8  million  in 
spite  of  the  debt  from  the  Trailways  acquisition.  In  1989  Greyhound's  operating 
ratio  (operating  revenue  divided  by  operating  expenses)  was  a  healthy  93.7  percent. 
These  data  show  that  cooperation  with  the  regional  carriers  can  be  profitable  for 
Greyhound  and  benefit  the  traveling  public  at  the  same  time. 

In  1990,  however,  Greyhound's  drivers  went  on  strike.  According  to  press  reports 
the  strike  was  largely  because  the  drivers  believed  that  Greyhound  was  quite  profit- 
able again  and  wanted  to  negotiate  the  return  of  salary  and  benefit  give-backs" 
that  they  have  ceded  to  the  carrier  in  the  early  1980s.  In  March  1990,  as  a  result 
of  the  strike,  Greyhound  filed  a  petition  under  Chapter  11  of  the  Bankruptcy  Code. 

Greyhound  emerged  from  bankruptcy  proceedings  on  October  31,  1991.  Its  current 
President  and  Chief  Executive  Officer,  Frank  J.  Schmieder,  assumed  those  positions 
in  July  1991,  and  Charles  A.  Lynch  became  a  director  and  Chairman  of  the  Board 
of  Directors  on  October  31,  1991. 

Soon  after  emerging  from  bankruptcy,  Greyhound's  current  management  under- 
took a  series  of  actions  sharply  repudiating  the  policies  endorsed  by  its  prior  man- 
agement in  1987  and  1988  when  it  acquired  Trailways.  These  actions  have  resulted 
in  lost  service  and  inconvenience  to  passengers,  and  have  placed  in  jeopardy  the  re- 
maining bus  passenger  service  in  this  country.  We  will  now  address  these  areas  in 
detail. 

MUTUAL  INTERCHANGE  OF  TICKETS 

Beginning  in  November  1991,  Greyhound  filed  a  series  of  tariff  changes  at  the 
ICC  that  sought  to  abolish  the  mutual  interchangeability  of  tickets.  It  first  tried  to 
do  this  by  a  general  rule  change  applicable  to  all  tickets  issued  by  Greyhound.  After 
the  ICC  suspended  that  tariff  and  ordered  an  investigation  of  its  lawfulness,  Grey- 
hound tried  to  do  so  on  a  tariff-by-tariff  basis  by  filing  changes  to  numerous  widely 
used  interline  tariffs  that  would  have  effectively  limited  their  use  to  Greyhound 
buses.  The  Commission  also  suspended  many  of  these.  Some,  however,  were  filed 
on  one  day's  notice  and  went  into  effect  before  any  other  carriers  knew  of  their  ex- 
istence. Other  carriers  therefore  had  no  opportunity  to  protest  and  seek  suspension 
of  these  tariffs  because  the  Commission  rules  do  not  allow  suspension  of  a  tariff 
once  it  has  gone  into  effect.  Although  the  IBCCC  members  filed  a  formal  complaint 
with  the  Commission  in  February  1992  challenging  the  lawfulness  of  these  restric- 
tive tariffs  (Adirondack  Lines  et  al.  v.  Grey  hound  Lines,  Inc.,  Docket  No.  40745), 
which  is  still  pending,  the  objectionable  tariffs  have  been  in  effect  all  that  time  and 
are  having  an  adverse  effect  on  other  carriers  and,  more  importantly,  on  the  travel- 
ingpublic. 

The  most  significant  of  these  restrictive  tariffs  is  designated  ICC  GL  3565 9  This 
is  a  new  tariff  establishing  discounts  from  any  other  unrestricted  fare  for  advance 
ticket  purchases.  It  provides  a  15  percent  discount  for  three-day  advance  purchases, 
25  percent  for  seven-day  advance  purchases,  35  percent  for  14-day  advance  pur- 
chases, and  50  percent  for  21-day  advance  purchases.  ICC  GL  3565  is  only  nomi- 
nally an  interline  tariff.  It  applies  only  to  transportation  provided  by  Greyhound  it- 
self and  to  interline  transportation  provided  by  Greyhound,  its  subsidiaries  and 
three  independent  carriers  with  whom  Greyhound  has  pooling  agreements.  It  does 
not  apply  to  interline  transportation  between  Greyhound  and  any  other  independent 
carrier. 

The  independent  carriers  are  not  complaining  about  the  discount  fare  offered  by 
Greyhound.  They  merely  want  the  opportunity  to  match  that  fare  in  the  current 
marketplace.  Immediately  after  ICC  GL  3565  was  issued  the  other  independent  car- 
riers issued  a  "mirror  tariff',  ICC  NBTA  3177,  which  matched  Greyhound's  dis- 
counts, and  invited  Greyhound  to  participate  in  it.  Greyhound,  however,  declined  to 
participate  in  NBTA  3177  with  respect  to  any  transportation  commencing  at  a  point 
served  by  Greyhound.  It  limited  its  participation  in  ICC  NBTA  3177  to  transpor- 
tation commencing  at  points  not  served  by  it  or  its  subsidiaries. 

The  ability  to  interline  with  Greyhound  through  the  mutual  interchange  of  tickets 
is  crucial  to  the  continued  viability  of  the  regional  carriers.  Their  route  systems  are 
limited  geographically,  and  if  they  want  to  transport  passengers  on  trips  that  extend 
beyond  their  own  systems  they  must  be  able  to  exchange  tickets  and  passengers 
with  Greyhound,  which  has  the  only  national  route  network. 

If  Greyhound  is  able  to  restrict  its  tickets,  regional  carriers  will  not  be  able  to 
support  service  on  routes  that  depend  on  interline  passengers.  In  fact,  several  re- 
gional carriers  have  already  cited  the  restrictive  NM-15  tariff  as'  the  primary  reason 
for  dropping  service  on  certain  routes  (see  the  discussion  of  Loss  of  Service).  Grey- 


9  Internally,  Greyhound  refers  to  this  tariff  as  NM-15. 
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hound  has  effectively  used  the  NM-15  restriction  to  keep  passengers  from  exercising 
their  option  to  use  more  convenient  service  offered  by  other  carriers. 

If  the  bus  industry  were  a  normally  competitive  market,  the  regional  carriers 
could  not  complain  about  Greyhound  offering  a  discount  fare  only  if  the  passenger 
rides  a  Greyhound  bus  for  the  entire  trip.  In  the  airline  industry,  for  example,  re- 
stricted fares  are  fairly  common.  But  the  airline  industry  is  not  dominated  by  a  sin- 
fle  carrier  that  has  the  only  nationwide  route  network,  and  a  restricted  fare  offered 
y  a  major  airline  will  not  have  the  same  potential  to  freeze  other  carriers  out  of 
certain  routes.  The  regional  bus  carriers  are  only  asking  for  an  opportunity  to  match 
Greyhound's  fare  ana  to  compete  with  Greyhound  on  an  equal  basis,  and  let  the 
passengers  decide  which  service  to  take. 

Finally,  the  ability  for  the  regional  carriers  to  interline  with  Greyhound  is  in- 
creasingly important  as  Greyhound  carries  fewer  passengers  each  year.  According 
to  reports  filed  with  the  ICC  (  the  chart  on  page  13),  the  number  of  passengers  car- 
ried by  Greyhound  has  dropped  from  35,101  in  1987  to  15,989  in  1991.  The  pas- 
senger count  for  the  first  9  months  of  1992  show  passengers  at  about  the  same  level 
as  in  1991.  Greyhound  has  made  a  conscious  decision  to  abandon  routes  and  to  cut 
back  service  to  improve  its  profitability.  My  company,  American  Buslines,  has  taken 
over  several  routes  at  Greyhound's  request  because  Greyhound's  costs  of  operation 
exceeded  the  revenues  generated  on  those  routes.  As  Greyhound  continues  to 
streamline  and  to  spin  on  routes  to  regional  carriers,  interlining  becomes  more  im- 
portant for  passengers  seeking  to  travel  beyond  the  route  system  of  a  single  carrier. 

Unfortunately,  the  effect  of  the  restricted  NM-15  tariff  has  been  to  reduce  the 
amount  of  interlining  between  Greyhound  and  the  regional  carriers.  As  discussed 
more  fully  in  the  section  entitled  Decrease  in  Interline  Passengers  beginning  on 
page  39,  there  was  a  15.1  percent  decrease  in  interline  passengers  from  Greyhound 
to  16  selected  regional  carriers  from  1991  to  1992  during  comparable  three  month 
periods.  Interline  passengers  from  the  16  regional  carriers  to  Greyhound  dropped 
7.0  percent  for  the  same  periods  from  1991  to  1992.  This  drop  is  almost  entirely 
attributable  to  the  interline  restrictions  in  the  NM-15  and  similar  tariffs  which  are 
now  the  subject  of  our  formal  complaint  case  at  the  ICC. 

INTERLINE  COMMISSIONS 

Another  way  for  Greyhound  to  restrict  the  interchangeability  of  its  tickets  is  to 
make  it  prohibitively  expensive  for  the  independent  carriers  to  accept  the  tickets 
and  provide  service  to  passengers  holding  Greyhound  tickets.  When  a  passenger 
with  a  ticket  from  one  carrier  rides  another  carrier's  bus,  the  ticketing  carrier  re- 
ceives a  ticketing  commission.  By  industry  agreement,  for  the  past  several  years 
this  commission  has  been  20  percent  of  the  price  of  the  ticket. 

Last  year  Greyhound  withdrew  from  that  agreement,  and  on  September  1,  1992 
Greyhound  unilaterally  increased  the  interline  commission  on  all  of  its  interline 
transactions  to  27.5  percent,  an  increase  of  37.5  percent.  As  Greyhound  issues  many 
more  tickets  than  the  independents,  Greyhound  receives  more  interline  commission 
revenue  than  it  pays  out,  and  increasing  the  commission  rate  increases  Greyhound's 
net  revenue  at  the  expense  of  the  independents. 

The  independent  carriers  are  entirely  reliant  on  their  ability  interline  with  Grey- 
hound. If  a  passenger  wants  to  travel  beyond  the  regional  route  system  of  an  inde- 
pendent carrier,  the  independent  carrier  must  be  able  to  provide  interline  service 
connecting  with  Greyhound. 

Thus,  even  if  the  Commission  eventually  rules  that  Greyhound  must  interchange 
tickets  with  the  independent  carriers,  Greyhound  can  simply  increase  the  interline 
commission  to  a  rate  that  makes  it  too  expensive  for  the  independent  carriers  to 
carry  any  passengers  with  Greyhound  tickets.  The  result  will  be  less  service  avail- 
able to  passengers,  as  they  will  be  forced  to  ride  Greyhound  buses  even  if  independ- 
ent carriers  have  more  convenient  schedules. 

TERMINAL  ACCESS  AND  CHARGES 

In  order  to  provide  interline  bus  service  to  passengers  it  is  usually  important,  and 
often  essential,  that  Greyhound  and  the  independent  regional  carriers  operate  from 
the  same  bus  terminals.  Although  cooperative  terminal  arrangements  are  not  in 
theory  absolutely  required  for  interline  service,  in  practice  it  is  difficult  for  a  re- 
gional carrier  to  interline  with  Greyhound  if  passengers  must  go  across  town,  or 
even  across  the  street,  to  meet  a  connecting  bus.  Because  Greyhound  is  the  owner 
or  the  controlling  tenant  at  virtually  all  of  the  bus  terminals  in  large  and  medium 
size  cities  in  the  country,  it  can  to  a  certain  extent  dictate  the  terms  of  the  bus  ter- 
minal licensing  agreements  that  it  signs  with  the  independent  carriers  that  seek  to 
provide  service  from  thoae  same  terminals. 
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Last  year  Greyhound  reevaluated  its  terminal  agreements  with  the  regional  car- 
riers and  significantly  increased  the  charges  imposed.  Moreover,  Greyhound  did  not 
attempt  to  negotiate  the  increased  charges  before  putting  them  into  effect;  it  simply 
canceled  the  terminal  agreements  in  place  at  the  200  largest  terminals  in  the  coun- 
try and  unilaterally  imposed  new  charges  at  substantially  higher  rates. 

The  first  carrier  affected  was  Cascade  Trailways,  which  operated  out  of  19  Grey- 
hound terminals  from  Seattle  to  Sacramento  along  the  Interstate  5  corridor.  In  May 
1992  Cascade  added  one  new  northbound  and  one  new  southbound  schedule  to  this 
route  between  Seattle  and  Medford,  Oregon  and  between  Seattle  and  Portland.  Cas- 
cade had  determined  that  there  was  sufficient  market  demand  for  this  new  service, 
and  scheduled  the  buses  so  that  they  did  not  run  within  an  hour  of  any  existing 
Greyhound  service  on  the  same  route. 

Greyhound's  response  was  swift  and  unrelenting.  It  promptly  issued  Cascade  no- 
tices canceling  its  terminal  agreements  at  its  three  largest  terminals  in  Seattle, 
Portland  and  Sacramento  effective  July  4,  1992 — one  of  the  busiest  days  of  the  year 
in  the  bus  industry.  After  much  foot  dragging  and  a  complaint  by  Cascade  to  the 
ICC,  Greyhound  finally — five  days  before  the  July  4  deadline — offered  Cascade  new 
terminal  agreements  which  were  more  than  double  the  prior  rates.10 

More  important,  Greyhound  changed  its  bus  schedule  on  the  same  1-5  route  so 
that  its  own  buses  were  scheduled  to  leave  each  terminal  along  route  one-half  hour 
before  the  Cascade  departures.  Greyhound's  drivers  were  instructed  to  hold  their  de- 
partures until  three  to  five  minutes  before  the  Cascade  departures  to  ensure  that 
the  Cascade  bus  would  have  few,  if  any,  passengers.  Greyhound  also  eliminated  its 
northbound  service  from  Los  Angeles  that  had  connected  with  Cascade  in  Sac- 
ramento. 

The  effect  of  these  actions  was  immediate  and  devastating  to  Cascade.  In  docu- 
ments filed  with  the  ICC.11  Cascade  showed  that  it  suffered  a  precipitous  drop  in 
passengers  and  revenues  12  although  its  terminal  costs  had  risen  significantly  as  a 
result  of  the  new  terminal  agreements.  As  a  result,  Cascade  suspended  all  of  its 
scheduled  service  between  Seattle  and  Sacramento  on  January  5,  1993.  It  was  sim- 
ply no  longer  able  to  make  any  money  operating  this  route. 

In  July  of  1992  the  ICC  had  reopened  the  Trailways  acquisition  proceeding  for 
the  limited  purpose  of  addressing  the  anticompetitive  effects  of  Greyhound's  treat- 
ment of  Cascade.  But  on  August  14,  1992  the  Commission  refused  to  impose  any 
conditions  on  Greyhound,  holding  that  "Greyhound  has  not  acted  in  such  an  inap- 
propriately retaliatory  or  anticompetitive  manner  as  to  warrant  further  relief."*3 
Cascade  petitioned  for  reconsideration  of  this  decision,  and  on  March  4,  1993  the 
Commission  unanimously  denied  the  petition.  The  Commission's  March  4  decision 
reiterated  its  standard  that  it  would  impose  conditions  on  Greyhound  "only  on  a 
strong  showing  of  harm  to  the  public  interest  and/or  competition."  Id.  at  3.  But  the 
Commission  then  denied  the  petition  for  reconsideration  without  even  mentioning 
that  Cascade  had  completely  dropped  all  scheduled  service  between  Seattle  and  Sac- 
ramento and  there  is  no  longer  any  competitive  service  on  the  Seattle-Sacramento 
route.  If  the  Commission  believes  that  a  carrier  ending  its  entire  intercity  scheduled 


10Terminal  charges  in  the  bus  industry  are  expressed  in  terms  of  a  commission  percentage 
based  on  the  tenant's  ticket  sales  at  a  terminal.  Thus,  prior  to  the  cancellation  of  the  agree- 
ments, Cascade  paid  Greyhound  a  20  percent  commission  for  all  Cascade  tickets  that  were  sold 
or  for  passengers  who  rode  Cascade  buses  out  of  the  three  terminals  in  question.  The  new  com- 
mission rates  Greyhound  sought  to  impose  were  26  percent  in  Seattle,  43  percent  in  Portland 
and  46  percent  in  Sacramento.  (Greyhound  later  conceded  that  it  had  made  a  "mistake"  and 
reduced  the  rates  at  Portland  and  Sacramento  to  35  percent.)  Additionally,  Greyhound  imposed 
new  departure  fees  of  $12  per  bus. 

11  See  Second  Supplemental  Affidavit  of  Paul  H.  Harmon  dated  August  12,  1992  and  filed  in 
GLI  Acquisition  Co. — Purchase — Trailways  Lines  Inc.  et  al.;  Bremerton  Tacoma  Stages  Inc.  d/ 
b/a  Cascade  Trailways — Petition  to  Reopen  and  for  Emergency  Relief,  No.  MC-F- 18505. 

12  For  example,  on  one  scheduled  run  from  Sacramento  to  Seattle,  from  June  1  through  June 
23,  1992  Cascade  averaged  56  passengers  and  $1,554.49  in  revenue  per  day,  and  had  an  income 
of  $2.34  per  mile  of  operation.  After  Greyhound  eliminated  connecting  service  and  began  holding 
its  departures  to  "skim"  the  Cascade  passengers  on  June  24,  1992,  for  the  rest  of  June  1992 
Cascade  averaged  only  36  passengers  and  $723.23  in  revenue  per  day.  Cascade's  income  per 
mile  slipped  to  92.7  cents.  In  July  1992,  which  normally  because  of  increased  summer  travel 
would  show  increases  in  riderehip  and  revenues  over  June,  Cascade  averaged  39  passengers  and 
$1.17  per  mile  on  that  route. 

In  total,  as  of  June  23,  1992  Cascade  was  averaging  revenues  of  $1.91  per  mile  and  total  reve- 
nues of  $5,749.36  per  day.  As  of  July  31,  1992,  Cascade  was  making  only  $1.29  per  mile  and 
had  total  daily  revenues  of  $3,892.53. 

13 GLI  Acquisition  Co. — Purchase — Trailways  Lines,  Inc.  et  al.;  Bremerton  Tacoma  Stages  Inc. 
c/b/a  Cascade  Trailways  — Petition  to  Reopen  and  for  Emergency  Relief,  No.  MC-F- 18505,  Au- 
gust 14,  1992  at6. 
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service  is  not  a  "strong  showing  of  harm  to  the  public  interest  and/or  competition," 
then  we  submit  that  that  standard  is  impossible  to  meet. 

Greyhound  also  canceled  its  terminal  agreements  with  Valley  Transit  at  Valley's 
three  main  terminals  in  Corpus  Christi,  Houston  and  San  Antonio.  As  Mr.  Ferris 
of  Valley  will  further  testify  today,  Greyhound  did  not  even  allow  Valley  to  stay  in 
the  terminals  at  an  increased  charge.  Instead,  Greyhound  tried  to  evict  Valley  from 
the  terminals  without  negotiating  new  terms.  Valley  filed  an  antitrust  complaint  in 
U.S.  District  Court  for  the  Southern  District  of  Texas  and  obtained  a  preliminary 
injunction  against  the  eviction.  Although  Valley  is  still  operating  in  South  Texas 
today,  it  is  only  because  of  the  intervention  of  the  federal  court. 

Other  regional  carrier  have  also  been  harmed  by  the  dramatic  rise  in  charges  at 
many  of  their  terminals.  Although  we  do  not  have  exhaustive  data  comparing  the 
former  and  current  charges  in  effect  at  every  terminal  at  which  Greyhound  in- 
creased the  charges,  the  following  is  a  sample  of  terminals  with  a  comparison  of  the 
terminal  charges  paid  by  the  tenant  carriers  to  Greyhound  before  and  after  the  new 
rates  went  into  effect. 


Carrier  and  location 


Prior  percentage 
rats 


Prior  annual  charges 


New  percentage 
rate 


New  annual 
charges1 


Blue  Ridge  T railways: 

Asheville,  NC  

Columbia,  SC 

Hendesonville,  SC  

Spartanburg,  SC  

Charlotte,  NC  

Greenville,  SC 

Orangeburg,  SC 

Southeastern  Stages: 

Atlanta,  GA  

Columbia,  SC 

Fayetteville,  NC  

Florence,  SC 

No  Charleston,  SC  

Orangeburg,  SC 

Savannah,  GA  

Sumter,  SC  

Empire  Trailways:  Syracuse,  NY  

Indian  Trails: 

Chicago,  IL 

Chicago,  95th  St 

Gary,  IN  

Grand  Rapids,  Ml  

Lancing,  Ml  

E.  Lansing,  Ml  

Susquehanna  Trailways:  Philadelphia, 

PA 

Short  Line:  Hempstead,  NY  

Capital  Motor  Lines: 

Anniston,  AL  

Birmingham,  AL  

Columbus,  GA  

Dothan,  AL 

Huntsville,  AL  

Macon,  GA 

Meridian,  MS 

Montgomery,  AL  

Tallahassee,  FL  

Colonial  Trailways: 

Biloxi,  MS  

Jackson,  MS  

Laurel,  MS  

Mobile,  AL 

Montgomery,  AL  

New  Orleans,  LA  

Pensacola,  FL  

Capitol  Trailways: 

Washington,  DC 


8.5 

I2) 

12.8 
8.5 
20 
20 
12 

27 
22 

30 

30 

9 

12 
21 
25 
13 

34.2 
4.5 
11 

19.4 
17.6 
18.4 

18 
15 

13.1 

27.7 

17.8 

14.8 

21.1 

20 

171 

21.2 

233 

21.4 
16  6 
169 
23.5 
21.2 
246 
16.1 

30 


$21,036 
19,572 
1,128 
2,724 
21,048 
8,076 
1,968 

240,840 
243,309 
120,081 
94,617 
63,714 
19,545 
36,276 
47,915 
25,350 

96,857 
4,095 
3,354 
17,892 
47,872 
13,898 

31,688 
10,500 

1,502 
5,739 

30,488 
6,269 
6,291 

10,452 
1,238 

26,661 
3,151 

14,398 
5,207 
5,823 

31,069 
5,187 

16,499 
9,190 

104,476 


24 
25 
23 
19 
50 
25 
15 

39 
25 
29 
21 
15 
15 
23 
17 
35 

32 
13 
16 
22 
22 
23 

29 
22 

19 
27 
21 
20 
26 
30 
24 
26 
26 

28 
27 
18 
27 
26 
39 
24 

25 


$59,394 
22,176 
3,600 
5,592 
55,716 
9,636 
6,000 

371,970 

276,487 

125,569 

66,233 

106,191 

24,431 

39,669 

32,582 

89,420 

104,560 
11,862 
9,000 
23,906 
94,938 
52,349 

51,054 
14,740 

3,600 
6,000 

36,061 
8,487 
7,752 

15,679 
3,600 

58,200 
6,000 

18,826 
8,445 
6,220 

61,320 
9,272 

33,462 

13,684 

95,823 
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Carrier  and  location 

Prior  percentage 
rata 

Prior  annual  charges 

New  percentage 
rate 

New  annual 
charges' 

Baltimore,  MD  

Philadelphia,  PA  

Syracuse,  NY 

Hagerstown,  MD  

Carolina  Trailways: 

Philadelphia,  PA  

Washington,  DC 

Baltimore,  MD  

Charlone,  NC  

Norfolk,  VA 

Richmond,  VA 

Raleigh,  NC  

Cascade  Trailways: 

Seattle,  WA 

Portland,  OR  

Sacramento,  CA  

25 
22 

13 
20 

22 
25 

25 

20 
18 
25 
19 

20 
20 
20 

49,191 

54,252 

31,908 

1,568 

121,920 
30,592 
70,144 
12,717 

289,747 
18,765 
65,614 

41,735 
40,165 
19,578 

26 
29 
35 
32 

29 
25 

26 
25 
20 

57 
21 

26 
35 
35 

76,708 

169,473 

88,826 

6,000 

169,473 
30,592 
76,600 
15,897 

321,949 
46,434 
89,312 

71,776 
83,428 
34,152 

'These  are  annualized  figures  based  on  the  new  commission  rates  and  1992  revenues;  tie  figures  also  indude  deparbre  fees  of  $8 
$1?  per  departure  over  two  deparlires  per  day,  and  minimum  terminal  charges  assessed  by  Greyhound. 
'This  terminal  used  Id  be  pan  of  a  system  whereby  Greyhound  prorated  costs  of  terminal  operations  with  regional  carriers. 

As  the  preceding  figures  indicate,  the  increase  in  terminal  charges  was  a  substan- 
tial jump  in  what  the  independent  carriers  had  been  paying  to  Greyhound.  This  in- 
crease in  costs  comes  directly  off  the  bottom  line  of  the  independent  carriers.  The 
additional  money  spent  is  not  an  investment  designed  to  increase  their  revenues, 
but  rather  it  is  merely  a  significant  additional  change  to  maintain  the  same  level 
of  service  in  the  Greyhound  terminal. 

Greyhound  has  claimed  that  the  increased  terminal  charges  are  only  $9,000  per 
terminal  on  average.14  We  have  no  way  to  verify  this  claim,  but  even  if  it  is  true 
it  is  highly  misleading.  Many  "terminals"  are  little  more  than  way  stations  where 
few  tickets  are  sold.  Greyhound's  claim  ignores  the  impact  on  an  independent  car- 
rier when  the  charges  at  one  or  more  of  its  main  terminals  go  up  dramatically.  For 
example,  although  Cascade  Trailways  operated  out  of  19  Greyhound  terminals,  in- 
creases in  charges  at  the  three  largest  terminals  were  enough  to  force  Cascade  to 
suspend  scheduled  service  along  the  entire  network.  The  fact  that  the  increase  was 
relatively  minor  if  averaged  over  all  19  terminals  is  irrelevant  when  Cascade  could 
not  afford  to  remain  in  the  three  main  terminals  that  were  critical  to  its  ability  to 
offer  scheduled  service. 

AVAILABILITY  OF  SCHEDULE  INFORMATION 

Bus  passengers  will  also  be  adversely  affected  by  Greyhound's  decision  to  stop 
publishing  its  schedules  jointly  with  the  regional  carriers.  Since  1930,  virtually  all 
regular-route  bus  schedules  in  the  country  nave  been  published  in  a  single-volume 
monthly  publication  entitled  "Russell's  Official  national  Motor  Coach  Guide"  (Rus- 
sell's Guide).  Russell's  Guide  has  served  the  public,  carriers  and  ticket  agents  as  a 
convenient  source  of  information  about  bus  schedules  and  connections.  It  is  similar 
in  function  to  the  Official  Airlines  Guide,  although  because  the  bus  industry  cur- 
rently has  no  computer  reservation  systems,  Russell's  Guide  plays  a  more  important 
role  in  the  bus  industry  than  the  OAG  plays  for  air  carriers  and  passengers. 

Effective  January  1,  1993  Greyhound  has  ceased  publishing  its  schedules  in  the 
Russell's  Guide.  Greyhound  will  apparently  continue  to  publish  its  own  schedules 
(ICC  regulations  at  49  C.F.R.  §  1063.3(c)  require  all  carriers  to  provide  printed  cop- 
ies of  their  schedules  for  the  public  at  all  locations),  but  Greyhound's  new  schedules 
will  not  include  the  schedules  of  the  regional  carriers. 

This  change  will  make  it  more  difficult  for  the  regional  carriers  to  schedule  their 
service  to  connect  with  Greyhound  service,  and  will  make  it  more  difficult  for  ticket 
agents  to  sell  interline  tickets.  Russell's  Guide  generally  requires  carriers  to  submit 
their  schedule  changes  at  least  15  days  prior  to  publication,  and  this  deadline 
served  to  provide  notice  of  all  schedule  changes  to  the  other  carriers.  Now  that 
Greyhouncf  no  longer  publishes  in  Russell's  Guide,  however,  the  regional  carriers 
have  no  prior  knowledge  of  Greyhound  schedule  changes  and  cannot  alter  their  con- 
necting service  accordingly. 


14  See  "Presentation  of  George  W.  Hanthorn,  Senior  Vice  President — General  Counsel,  Grey- 
hound Line6,  Inc.  to  the  Staff  of  the  Senate  Commerce  Committee,"  (undated)  at  9. 
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These  actions  by  Greyhound  will  inevitably  harm  ridership,  which  will  necessitate 
further  reductions  in  service.  In  fact,  this  has  already  happened  to  my  company, 
American  Buslines.  We  took  over  a  route  from  Columbus,  Ohio  through  Parkers- 
burg,  WV  to  Clarksburg,  WV  in  January  1991.  Greyhound  previously  had  operated 
the  route  and  had  asked  us  repeatedly  to  take  over  the  route  because  it  was  unprof- 
itable for  Greyhound.  We  agreed  when  Greyhound  agreed  to  run  the  same  bus  from 
Clarksburg  on  to  Baltimore,  resulting  in  single-bus  service  (although  operated  by 
two  carriers)  between  Columbus  and  Baltimore.  In  addition,  this  through  service 
was  listed  in  both  our  schedule  and  Greyhound's  schedule  as  published  in  Russell's 
Guide. 

In  July  1991,  Greyhound  canceled  the  through  bus  arrangement,  which  hurt  rid- 
ership to  some  extent,  but  it  still  provided  connecting  bus  service  between  Clarks- 
burg and  Baltimore.  More  important,  Greyhound  continued  to  show  in  their  sched- 
ules Columbus-Parkersburg-Clarksburg  service  as  a  connecting  service  to  their 
Clarksburg-Baltimore  service. 

In  January  1993,  however,  Greyhound  withdrew  its  schedule  from  Russell's  Guide 
and  began  to  publish  its  own  schedule  separate  from  the  regional  carriers.  When 
we  received  a  copy  of  Greyhound's  system  timetable  dated  January  13,  1993,  we  no- 
ticed it  had  deleted  any  reference  to  our  connecting  service  in  Clarksburg  without 
consulting  us. 

Once  Greyhound  deleted  our  connecting  service  from  its  schedules,  the  number  of 
passengers  that  we  carried  between  Columbus  and  Clarksburg  dropped  precipi- 
tously. Although  we  were  still  operating  the  service,  Greyhound  ticket  agents  were 
not  aware  of  it  and  had  no  practical  way  to  sell  tickets  over  our  route.  As  a  result, 
we  were  forced  to  cancel  this  service  on  February  1,  1993.  There  is  no  longer  any 
bus  service  at  all  between  Parkersburg  and  Clarksburg. 

If  their  interline  service  with  Greyhound  is  not  quoted  to  prospective  passengers, 
the  regional  carriers  will  be  less  able  to  support  service  to  points  that  Greyhound 
does  not  serve.  It  is  an  obvious  but  important  point  that  passengers  must  have 
schedule  information  in  order  to  purchase  bus  tickets.  Service  without  adequate  dis- 
semination of  bus  schedule  information  is  not  of  much  use  to  the  travelling  public. 

The  IBCCC,  along  with  the  American  Bus  Association  and  the  United  Bus  Own- 
ers of  America,  have  filed  a  petition  for  rulemaking  with  the  ICC  to  require  that 
all  carriers  publish  their  schedules  in  a  single  document,  whether  it  be  Russell's 
Guide  or  some  other  format.  In  addition,  the  petition  asks  the  Commission  to  re- 
quire carriers  to  provide  at  least  30  days  notice  for  schedule  changes,  and  15'  days 
notice  for  schedule  changes  that  are  in  response  to  changes  by  another  carrier. 

On  March  5,  1993  the  Commission  opened  a  proceeding  in  response  to  this  and 
other  petitions  and  pending  matters  in  the  bus  industry.  Ex  Parte  No.  MC-95  (Sub- 
No.  8),  Adequacy  of  Intercity  Motor  Common  Carrier  Passenger  Service. 

IMPLEMENTATION  OF  GREYHOUND'S  COMPUTER  RESERVATION  SYSTEM 

Greyhound  has  also  announced  that  it  will  implement  a  new  computer  reserva- 
tions system  ("CRS")  sometime  later  this  year.  This  subcommittee  is  well  aware  of 
the  potential  for  abuse  of  CRSs  in  the  airline  industry,  particularly  with  regard  to 
access  to  the  displays,  bias  in  the  listing  of  schedules,  and  the  fees  charged  for  book- 
ings. As  a  result,  the  Department  of  Transportation  has  promulgated  comprehensive 
regulations  requiring  access  to  and  prohibiting  bias  in  CRS  displays.  See  14  C.F.R. 
Part  255. 

Greyhound  has  informed  the  IBCCC  members  that  Greyhound  will  not  allow 
other  carriers  to  show  the  schedules  in  the  Greyhound  CRS  or  even  to  have  the  com- 
puter terminals  at  the  regional  carrier  locations  not  served  by  Greyhound.  As  part 
of  its  petition  for  rulemaking  on  the  scheduling  issue,  IBCCC,  ABA  and  UBOA  have 
asked  the  ICC  to  promulgate  CRS  rules  similar  to  those  issued  by  the  DOT  for  air- 
lines. Specifically,  the  petition  seeks  a  rule  requiring  access  to  the  CRS  to  display 
the  schedules  of  the  regional  carriers,  a  prohibition  of  bias  in  the  display  of  compet- 
ing schedules,  and  booking  fees  that  are  reasonably  related  to  the  cost  of  providing 
the  ticketing  service.  The  Commission's  study  of  the  industry  in  Ex  Parte  No.  MC- 
95  (Sub-No.  8)  is  expected  to  review  this  issue. 

EFFECTS  ON  PASSENGER  SERVICE 

The  effect  of  Greyhound's  actions  with  respect  to  the  independent  regional  car- 
riers has  been  felt  by  passengers  in  three  primary  ways.  First,  regional  carriers 
have  dropped  some  or  all  of  their  service  on  some  routes,  leaving  passengers  with 
less  service,  or  some  cases  no  service,  to  certain  points.  Second,  some  of  the  regional 
carriers,  in  response  to  increased  bus  terminal  charges,  have  moved  to  separate  ter- 
minals or  simply  are  picking  up  and  dropping  off  passengers  on  the  street.  This  is 


82 

extremely  inconvenient  for  the  passengers  and,  depending  on  the  location  of  the 
drop  off  point,  may  effectively  prevent  any  interlining  of  passengers. 

Third,  the  prohibition  of  mutual  interchange  of  tickets  on  many  routes  and  the 
increase  in  interline  commission  rates  corresponds  with  a  decrease  in  the  interlining 
of  passengers.  Fewer  passengers  are  able  to  make  interline  connections  as  it  be- 
comes more  difficult  to  use  one  carrier's  ticket  on  another  carrier's  bus. 

Loss  of  Service 

We  have  the  following  information  regarding  reductions  of  service  by  IBCCC 
members  in  response  to  actions  by  Greyhound. 

American  Buslines.  My  company  has  dropped  all  service  between  Parkersburg, 
WV  and  Clarksburg,  WV.  This  route  used  to  be  part  of  a  connection  between  Colum- 
bus, Ohio  and  Baltimore,  with  Greyhound  operating  the  bus  from  Clarksburg,  WV 
to  Baltimore.  In  July  1991,  Greyhound,  stopped  operating  the  single  bus  service  but 
operated  a  connecting  bus  to  Baltimore.  More  important,  they  continued  to  show  our 
Clarksburg-Parkersburg-Columbus  route  as  a  connection  in  their  published  sched- 
ule. In  January  1993,  however,  Greyhound  began  publishing  its  own  schedule  inde- 
pendently and  deleted  any  reference  to  our  connecting  service  on  this  route.  Because 
our  passenger  count  and  load  factor  on  the  Parkersburg  to  Clarksburg  run  (and  the 
return  run)  diminished  sharply  when  Greyhound  stopped  showing  the  connecting 
service  in  its  independent  schedule,  we  ended  the  route  at  Parkersburg. 

Cascade  Trailways.  As  set  out  above,  Cascade  has  eliminated  all  scheduled  service 
between  Seattle  and  Sacramento  as  a  result  of  the  increased  terminal  charges  and 
Greyhound's  practice  of  skimming  passengers.  This  service  used  to  carry  83,950  pas- 
sengers a  year.  Cascade  is  still  operating  the  Bremerton,  WA  to  Tacoma,  WA  spur 
route  that  used  to  feed  the  major  route  between  Seattle  and  Portland.  Since  the  Se- 
attle-Sacramento was  dropped,  however,  the  spur  route  will  also  likely  be  dropped 
in  the  near  future  because  the  passenger  load  has  fallen  off  considerably.  Cascade 
used  to  carry  13,140  passengers  annually  over  this  route;  because  of  the  loss  of  Cas- 
cade's major  route,  the  passengers  loads  have  been  cut  in  half.  If  Cascade  drops  the 
Bremerton-Tacoma  spur,  Bremerton  will  be  without  any  service  as  Greyhound  does 
not  serve  that  community. 

Blue  Ridge  Trailways.  As  a  result  of  increased  terminal  charges  at  its  eight  prin- 
cipal terminals  (including  a  commission  increase  of  from  20  percent  to  50  percent 
in  Charlotte,  NC),  Blue  Ridge  suspended  its  last  remaining  scheduled  service  in  No- 
vember 1992.  This  schedule  operated  between  Charlotte,  NC,  Charleston,  SC  and 
Asheville,  NC,  and  the  termination  of  the  schedule  has  left  12  communities  in  South 
Carolina  and  eight  in  North  Carolina  without  any  scheduled  service.  Earlier,  in 
March  1992  Blue  Ridge  had  terminated  its  direct  schedule  between  Asheville,  NC 
and  Atlanta,  GA,  which  also  served  12  towns  between  those  points,  largely  as  a  re- 
sult of  Greyhound's  consistently  routing  passengers  on  its  own  more  circuitous  route 
between  Asheville  and  Atlanta. 

Capital  Trailways  (Alabama).  Due  to  the  increased  bus  terminal  license  agree- 
ment charges,  on  February  15,  1993  Capital  dropped  one  service  schedule  between 
Columbus,  GA  and  Augusta,  GA,  leaving  only  one  daily  run  in  each  direction  be- 
tween these  two  points.  Previously,  in  March  1992  Capital  dropped  service  between 
Birmingham,  AL  and  Montgomery,  AL  and  between  Montgomery,  Al  and  Tallahas- 
see, FL.  This  service  was  dropped  because  of  the  interline  restrictions  in  the  NM- 
15  tariff.  Without  interline  passengers,  the  revenue  generated  was  not  covering  the 
costs  of  operation. 

Ingram  Bus  Lines.  Daily  service  between  Columbus,  GA  and  Montgomery,  AL  has 
been  cut  to  one  day  a  week  due  to  the  increased  terminal  costs  in  both  of  those 
cities.  As  a  daily  run  this'  route  used  to  carry  approximately  5,475  passengers  a 
year. 

Colonial  Trailways.  As  a  result  of  the  interline  prohibition  in  the  NM-15  tariff, 
in  January  and  February  1992  Colonial  dropped  service  between  the  following 
points:  Mobile,  AL  and  Hattiesburg,  MS;  Mobile,  AL  and  New  Orleans,  LA;  Mobile, 
AL  and  Jackson,  MS;  Montgomery,  AL  and  Pensacola,  FL;  and  Mobile,  AL  and  Pen- 
sacola,  FL. 

Northwestern  Stage  Lines.  Northwestern  dropped  its  service  between  Lewiston,  ID 
and  Walla  Walla,  WA  effective  March  1,  1993.  This  resulted  from  increased  terminal 
commission  rates  at  Walla  Walla  and  an  increase  in  the  interline  commission  from 
20  percent  to  27.5  percent.  Most  of  the  passengers  on  this  route  were  interlined  with 
Greyhound,  but  that  number  has  dropped  steadily  since  Greyhound  began  routing 
their  passengers  to  avoid  connecting  service  with  Northwestern.  Northwestern  used 
to  carry  over  3,500  passengers  annually  on  the  routes  that  were  dropped. 

James  River.  Due  to  the  increased  terminal  charges  at  Washington,  D.C.  and  Nor- 
folk, VA,  James  Ricer  dropped  its  daily  roundtrip  schedule  between  Washington  and 
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Virginia  Beach,  VA.  on  January  4,  1993.  This  schedule  has  operated  since  1989  via 
Route  301  in  southern  Maryland  and  Route  17  in  eastern  Virginia,  and  the  elimi- 
nation of  that  schedule  has  left  19  Tidewater  communities  without  scheduled  bus 
service.  James  River's  only  remaining  scheduled  service  is  between  Richmond  and 
South  Boston,  VA.  With  respect  to  that  schedule,  the  increased  charges  at  the  Rich- 
mond terminal  forced  James  River  to  vacate  that  terminal  in  October  1992.  Since 
then  it  has  had  to  pick  up  and  discharge  passengers  at  the  curb,  with  resulting  in- 
convenience to  its  passengers,  which  will  ultimately  have  an  adverse  effect  on  rider- 
ship. 

Jefferson  Lines.  Although  Jefferson  has  not  yet  dropped  any  service,  it  is  in  jeop- 
ardy of  dropping  or  reducing  the  frequency  of  service  on  three  routes:  (1)  Kansas 
City,  Mo.  to  Ft.  Smith,  Ark.;  (2)  Little  Rock  to  Oklahoma  City;  and  (3)  Tulsa  to  Kan- 
sas City.  The  reason  is  that  Greyhound's  restricted  fare  tickets  (the  NM-15  tickets) 
prevent  Jefferson  from  honoring  the  ticket  and  transporting  the  passenger  have 
greatly  reduced  the  interline  service  provided  by  Jefferson.  Greyhound  is  routing 
those  passengers  around  the  Jefferson  routes,  sometimes  requiring  passengers  to 
take  a  circuitous  route  to  reach  a  destination  also  served  by  Jefferson.  Combined, 
these  Jefferson  routes  used  to  carry  approximately  27,000  passengers  a  year.  If  the 
Little  Rock  to  Oklahoma  City  service  is  eliminated,  passengers  in  the  15  to  20  towns 
en  route  will  lose  all  bus  service  as  Greyhound  does  not  stop  at  those  towns. 

Burlington  Trailways.  On  January  6,  1993  Burlington  dropped  one  of  its  two 
roundtrip  schedules  on  its  main  route  between  Cedar  Rapids,  IA  and  St.  Louis.  This 
was  in  response  to  Greyhound's  restricted  fare  tariff,  NM-15.  Burlington  was  not 
able  to  carry  any  passengers  with  Greyhound  tickets  issued  under  that  tariff  over 
this  route.  Greyhound  does  not  provide  service  between  Cedar  Rapids  and  St.  Louis. 
Burlington  carried  almost  12,000  passengers  on  that  route  in  1992.  Those  pas- 
sengers now  have  only  half  the  service  they  had  last  year. 

Valley  Transit.  Finally,  Valley  still  faces  the  prospective  loss  of  service  over  its 
entire  route  system  if  it  is  not  successful  in  its  antitrust  litigation  against  Grey- 
hound. Although  Valley  has  obtained  a  preliminary  injunction,  the  case  is  still  pend- 
ing on  the  merits.  At  stake  is  service  to  74  cities  and  towns  in  south  Texas,  46  of 
which  of  which  are  served  only  by  Valley.  In  1991  Valley  carried  over  2.2  million 
passengers  along  these  routes. 

Terminal  Charges  and  Separate  Terminals 

The  increase  in  terminal  charges  has  another  negative  effect  on  passengers.  In 
some  cases,  the  tenant  carrier,  unable  to  pay  the  increased  terminal  charges  or  the 
minimum  charges,  has  stopped  using  the  Greyhound  terminal  and  has  begun  to  pick 
up  and  drop  passengers  at  the  curb  as  close  to  the  Greyhound  terminal  as  possible. 
Of  course,  the  tenant  carrier  no  longer  has  its  schedules  posted  and  its  departures 
announced  in  the  Greyhound  terminal,  and  no  longer  has  the  use  of  the  Greyhound 
ticketing  agent  in  the  terminal.  Also,  the  passengers  must  transfer  their  own  bag- 
gage between  the  regional  carrier's  bus  and  the  Greyhound  bus.  Depending  on 
where  the  regional  carrier  is  able  to  discharge  passengers,  this  can  be  a  substantial 
hardship,  particularly  to  elderly  passengers  and  in  inclement  weather. 

We  have  information  that  the  following  carriers  have  stopped  using  the  Grey- 
hound terminals  in  the  following  cities  because  of  the  increased  terminal  charges: 

American  Buslines.  My  company  has  dropped  out  of  the  Greyhound  terminals  in 
Hammond,  IN,  Gary,  IN,  Lincoln  Park,  MI  and  the  95th  Street  Station  in  Chicago. 
We  are  picking  up  and  discharging  passengers  on  the  curb.  In  addition,  in  Indianap- 
olis we  have  moved  from  the  Greyhound  terminal  to  a  new  municipally -owned  ter- 
minal, and  in  Columbus,  OH  we  have  moved  from  the  Greyhound  terminal  into  a 
separate  terminal. 

Indian  Trails.  In  Hammond,  IN  Indian  Trails  is  operating  off  the  curb  as  well 
after  departing  the  Greyhound  terminal. 

James  River.  In  Richmond,  James  River's  terminal  charge  increased  from  a  25 
percent  commission  to  57  percent,  plus  departure  fees.  This  forced  James  River  to 
leave  the  Greyhound  terminal  and  begin  operating  from  the  curb. 

Capitol  Trailways  (Pa.).  Capitol  has  withdrawn  from  the  Greyhound  terminal  in 
Hagerstown,  MD  and  is  now  operating  from  the  curb  in  that  town. 

Additionally,  we  know  of  several  other  regional  carriers  that  are  seriously  consid- 
ering leaving  the  Greyhound  terminals  in  particular  cities  and  towns  and  are  ar- 
ranging for  alternate  space  in  some  type  of  terminal  facility.  Because  of  competitive 
concerns,  however,  we  cannot  disclose  those  carriers  or  locations  at  this  time. 

Decrease  in  Interline  Passengers 

As  a  result  of  Greyhound's  actions,  particularly  in  prohibiting  the  honoring  of  its 
advance  purchase  discount  fare  by  other  carriers  (tariff  NM-15),  there  has  been  a 
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sharp  decrease  in  the  number  of  interlined  passengers.  Tables  1  and  2  show  a  com- 
parison of  interline  passengers  and  revenue  between  Greyhound  and  16  independ- 
ent carriers  during  the  three  month  period  between  May  and  June  in  1991  and 
1992.  The  May-June  period  is  normally  the  beginning  of  the  peak  ridership  period 
for  each  year,  and  the  NM-15  restricted  tariff  went  into  effect  fully  in  February 
1992. 

In  Table  1,  interline  passengers  from  Greyhound  (these  are  passengers  with  a 
Greyhound  ticket  riding  an  independent  carrier's  bus  for  all  or  part  of  ajourney) 
decreased  for  12  of  the  16  carriers  from  1991  to  the  same  period  in  1992.  The  aver- 
age for  all  of  the  carriers  was  a  decrease  of  15.1  percent.  In  contrast,  the  decline 
in  interline  passengers  to  Greyhound  (passengers  with  an  independent  carrier's  tick- 
et riding  on  a  Greyhound  bus)  declined  only  7.0  percent.  This  indicates  that  the 
overall  decline  in  interlining  passengers  was  felt  disproportionately  by  the  independ- 
ent carriers,  which  was  exactly  the  intent  of  Greyhound  in  issuing  the  restricted 
fare  tariff. 

The  interline  revenue  figures  in  Table  2  show  exactly  the  same  effect.  The  table 
shows  a  decline  in  interline  revenue  to  the  independent  carriers  of  7.7  percent  from 
1991  to  the  same  period  in  1992  but  a  slight  increase  in  interline  revenue  to  Grey- 
hound of  0.8  percent  during  the  same  period.  These  data  also  indicate  that  the  re- 
strictive tariffs  are  limiting  interlining  between  Greyhound  and  the  independents, 
but  the  independent  carriers  are  suffering  disproportionately. 

Table  1— Interline  Passengers  Between  Independent  Bus  Carriers  and  Greyhound 


Independent  bus  carrier 


Interine  passengers  torn  Greyhound ' 


3/91  -5^1 


3/92-5*2 


Percent 

change 

(rem  3*1- 

5/91 


Interline  passengers  to  Greyhound  '• 


3/91-5/91 


3/92-5/92 


Percent 

change 

from  3*1- 

5*1 


Triangle  

Capital  (Ala ) 

Valley 

Raz 

Carolina  

Adirondack  . 
Capitol  (Pa )  . 
Chenango 

Colonial  

Georgia  Tr  .... 
Intermountain 

Kerrville  

Lakefront  

Pine  Hill 

Rimrock  

Southeastern 


4,060 
20,859 
17,086 

5,122 
34,416 

5,116 

5,333 

118 

24,634 

3,792 

3,028 
79.768 

1,164 
230 

1,231 
33,832 


2.800 

14,154 

14,952 

1,556 

32,687 

5,700 

5,699 

180 

20,210 

2,938 

2,824 

67,336 

425 

301 

866 

31,006 


-31.0 
-321 
—12.5 
— 69  6 

— 5.0 

+11.4 
+6.9 

+525 
-180 
-22  5 

-6.7 
-15.6 
-635 

+309 
-297 

-8.4 


1,172 
8,512 

17,301 
2,041 

24,034 
2,234 
5,634 
46 
8,827 
3,150 
8,781 

27,686 

3,224 

264 

1,313 

21,084 


1,704 
5,985 

15,874 
937 

24,656 
2,040 
5,189 
196 
5,337 
3,140 
6,533 

25,851 

3,093 

233 

1,207 

24,472 


+45.4 

-297 

-%2 

—54.1 

+2.6 

-8.7 

-7.9 

+326  1 

-39  5 

-0.3 

-25  6 

-66 

-4.1 

-11.7 

-fl.1 

+161 


Totals 


239,789 


203,634 


-15.1 


135,303 


126,447 


-70 


'  Based  upon  claims  received  from  Greyhound. 
1  Based  upon  claims  paid  to  Greyhound 


Table  2— Interline  Reclaim  Reveune  Between  Independent  Bus  Carriers  and 

Greyhound 


Independent  bus  carrier 


Interline  reclaim  revenue  received  from 
Greyhound' 


3/91-5/91 


3/92-5/92 


Percent 

change 

from  3*1- 

5/91 


Interine  redan  revenue  paid  to  Grey- 
hound ' 


3*1-5/91 


3*2-5/92 


Percent 

change 

from  3*1- 

5*1 


Triangle  

Capital  (Ala 

Valley 

Raz  

Carolina  .... 
Adirondack 
Capitol  (Pa.) 


$42,660 
313,333 
349,851 
57,541 
774,975 
102,249 
228,465 


$36,804 
205,795 
324,373 
18,085 
760,284 
102,864 
211,885 


-137 
-34.3 

-73 
-686 

-19 
+06 

-7.3 


$20,841 
199,209 
406  512 

45,687 
580,998 

35,562 
192,417 


$43,759 
153,391 
398,353 

22,468 
631,447 

32,244 
247,120 


+1100 

-23  0 

-2.0 

-508 

+8.7 

-9.3 

+28  4 
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Table  2— Interline  Reclaim  Reveune  Between  Independent  Bus  Carriers  and 

Greyhound— Continued 


Interline  redalm  revenue  received  from 

Interline  reclaim  revenue  paic 

to  Grey- 

Greyhound' 

hound' 

Independent  bus  carrief 

Percent 

Percent 

3/91  -5/91 

3/92-5/92 

change 

from  3&1- 

5/91 

3«1-5/91 

3/92-5/92 

change 

from  3/91- 

5*91 

Chenango  

1,118 

1,482 

+32.6 

804 

3.886 

+383.3 

Colonial  

384,489 

321,153 

-16.5 

177,252 

117,980 

-33.4 

Georgia  Tr 

70,440 

55,714 

-20.9 

78,412 

80,115 

+2.2 

Intermountain  

94,315 

94,988 

+0.1 

141,686 

95,911 

-32.3 

Kerrville  

1,257,737 

1,154,627 

-82 

687,229 

633,557 

-7.8 

Lakefront  

28,741 

9,600 

-66.3 

59,464 

53,944 

-9.3 

Pine  Hill  

6,113 
15,997 

6,345 

11,887 

+3.8 
-25.7 

3,764 
37,341 

3,339 
34,392 

— 11.3 

Rimrock  

— 81 

Southeastern  

578,077 

638,360 

+10.4 

468,112 

608,403 

+30.0 

Totals  

4,285,831 

3,954,246 

-7.7 

3,135,380 

3,160,109 

+0.8 

'  Actual  revenue  before  commissions. 


Bus  passengers  need  the  option  to  take  interline  where  it  is  more  convenient  than 
single-line  service  to  the  same  destination.  Often,  single-line  service  does  not  offer 
the  "next  bus  out"  departing  from  a  location,  or  the  arrival  time  is  later  than  con- 
necting service  because  of  a  circuitous  route.  Moreover,  when  the  bus  from  a  single- 
line  carrier  is  late  and  misses  the  connection  to  another  bus  from  the  same  line, 
an  interline  connection  would  often  allow  the  passenger  to  take  the  "next  bus  out" 
to  the  destination.  Interlining  is  a  convenience  to  the  passenger  and  keeps  travel 
time  to  a  minimum.  Unfortunately,  Greyhound  is  not  interested  in  convenience  to 
passengers  as  much  as  it  wants  to  prohibit  any  passenger  with  a  Greyhound  ticket 
from  riding  another  carrier's  bus.  Thus,  it  has  sought  to  manipulate  its  tariffs  to 
prevent  passengers  from  receiving  the  most  convenient  service  available.  In  this 
case,  profits  have  overridden  consideration  of  service  to  the  public. 

THl  NEED  FOR  CONGRESSIONAL  INTERVENTION 

On  March  5,  1993  the  ICC  noticed  a  proceeding  in  which  it  will  undertake  a  study 
on  the  adequacy  of  service  in  the  intercity  bus  industry.  Ex  Parte  No.  MC-95  (Sub- 
No.  8),  Adequacy  of  Intercity  Motor  Common  Carrier  Passenger  Service.  This  study 
will  focus  on  the  adequacy  of  service  to  the  public,  changes  resulting  from  Grey- 
hound publishing  an  independent  schedule  and  prospective  effects  of  Greyhound's 
computer  reservations  system,  terminal  access  and  terminal  services,  and  the  finan- 
cial health  of  the  industry.  While  the  IBCCC  welcomes  this  study  by  the  Commis- 
sion, we  are  concerned  that  this  study  could  drag  on  for  years  and  the  Commission 
would  fail  to  address  in  the  meantime  the  concerns  already  raised  by  the  independ- 
ent carriers. 

The  IBCCC  submits  that  the  transportation  policy  of  the  United  States  govern- 
ment should  support  and  promote  service  by  the  entire  intercity  bus  industry,  not 
merely  its  single  dominant  carrier.  To  that  extent,  we  ask  the  subcommittee  to  mon- 
itor closely  the  Commission's  review  of  the  industry.  If  the  Commission  does  not 
adequately  address  the  issues  raised  by  the  independent  carriers,  we  ask  that  the 
subcommittee  consider  remedial  legislation.  Indeed,  in  the  area  of  terminal  access, 
the  Commission  has  already  indicated  its  unwillingness  to  intervene  even  when 
service  is  lost  due  to  the  anticompetitive  actions  of  one  carrier  against  another.15 
Therefore,  we  ask  the  subcommittee  to  work  with  the  ICC  and  the  industry  to  de- 
velop a  policy  that  encourages,  rather  than  discourages,  preservation  of  service  to 
the  public. 


16  The  Commission's  recent  decision  denying  Cascade's  petition  for  reconsideration  noted  that 
Greyhound  itself  argued  that  the  formulation  of  a  standard  for  review  in  such  cases  "is  a  func- 
tion for  Congress  rather  than  for  the  Commission."  GLI  Acquisition  Co. — Purchase — Trailways 
Lines.  Inc.  Bremerton  Tacoma  Stages.  Inc..  d/b/a  Cascade  Trailways,  Petition  to  Reopen,  No. 
MC-F- 18505,  served  March  4,  1993,  at  3. 
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APPENDIX  A— INDEPENDENT  BUS  CONPANIES  CREDITORS  COMMITTEE 

Indian  Trails 

Intermountain  Transportation 

JefTerson  Lines 

Kerrville  Bus  Company 

Lake  Front  Lines 

Martz  Trailways 

Northwestern  Stage  Lines 

Orange  Belt  Stages 

Pine  Hill  Trailways 

Powder  River  Transportation 

Ramsey's  Trailways 

Rimrock  Stages 

Southeastern  Stages 

Southeastern  Trailways 

Sun  Set  Stages 

Susquehanna  Transit  Company 

TransNevada  Stages 

Triangle  Transportation 

Valley  Transit 


Adirondack  Transit  Lines 
American  Buslines,  Inc. 
Arrow  Trailways  of  Texas 
Bieber,  Carl,  Inc. 
Blue  Ridge  Lines 
Bonanza  Bus  Lines 
Burlington  Trailways 
C  &  J  Trailways 
Capital  Trailways 
Capitol  Bus  Company 
Carolina  Coach  Company 
Cascade  Trailways 
Central  Texas  Trailways 
Chenango  Valley  Bus  Lines 
Citizen  Auto  Stage  Company 
Concord  Trailways 
Delta  Bus  Lines,  Inc. 
Empire  Trailways 
Georgia  Trailways 
Hudson  Transit 


Senator  Exon.  Thank  you  very  much,  Mr.  Evans,  and  we  will 
proceed  with  the  rest  of  our  panel  and  come  back  for  questions  for 
all  of  you. 

Before  I  call  on  our  next  witness,  I  would  like  to  have  inserted 
into  the  record  at  this  time,  and  it  is  so  ordered  without  objection, 
a  statement  by  the  Honorable  Bob  Krueger,  in  this  oversight  hear- 
ing on  intercity  bus  difficulties.  That  is  now  made  part  of  the 
record. 

[The  prepared  statement  of  Senator  Krueger  follows:] 

Prepared  Statement  of  Senator  Krueger 

Mr.  Chairman,  I  am  sincerely  disappointed  that  I  am  not  able  to  attend  this 
morning's  hearing,  given  the  great  importance  of  the  issues  to  be  discussed  and  my 
strong  personal  interest  in  them.  I  know  first  hand  that  many  Texas  citizens,  par- 
ticularly those  living  in  rural  areas,  exclusively  rely  on  intercity  bus  service  for 
transportation  to  and  from  work,  hospitals,  and  other  essential  services. 

I  am  especially  happy  that  Greyhound  and  Valley  Transit,  my  Texas  constituents, 
have  travelled  here  today  to  participate  in  an  important  effort  to  assess  the  prob- 
lems in  the  intercity  bus  industry  and  to  encourage  viable  solutions.  I  am  sure  that 
the  insight  of  Bob  Farris  of  Valley  Transit,  who  hails  from  my  native  South  Texas, 
and  Frank  Schmieder  of  Greyhound,  will  positively  impact  today's  discussions  and 
I  apologize  to  them  for  not  being  able  to  personally  welcome  them  to  Washington. 

I  look  forward  to  a  careful  examination  of  the  intercity  bus  industry  and  of  ways 
in  which  the  Federal  Government  can  assist  in  its  revitalization.  Given  the  Clinton 
administration's  steadfast  commitment  to  the  fulfillment  of  our  Nation's  transpor- 
tation needs,  it  is  timely  for  us  to  assess  the  Federal  Government's  current  role  in 
the  regulation  of  the  intercity  bus  industry  and  to  hear  from  bus  companies  them- 
selves about  problems  within  their  industry. 

I  am  particularly  concerned  about  the  ongoing  disputes  between  Greyhound  and 
independent  bus  carriers  like  Valley  Transit  over  terminal  access  and  other  issues. 
I  cannot  overstate  my  view  that  these  disputes  must  be  settled  fairly  and  quickly, 
as  they  could  threaten  the  very  existence  of  many  companies,  whose  services  are 
critical  to  the  day-to-day  lives  of  many.  I  strongly  urge  the  top  officials  of  those  com- 
panies within  my  State  and  beyond,  as  well  as  Federal  and  State  officials,  to 
prioritize  the  immediate  resolution  of  these  disputes  so  that  we  can  all  focus  our 
attention  on  supporting  the  new  administration's  effort  to  stimulate  our  Nation's 
economy  through  the  development  of  our  transportation  infrastructure. 

Senator  Exon.  With  that  statement  from  Senator  Krueger,  I  am 
very  pleased  to  call  on  Mr.  Robert  Farris,  president  of  the  Valley 
Transit  Co.  of  Harlingen,  TX.  Mr.  Farris. 
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STATEMENT  OF  ROBERT  G.  FARRIS,  PRESIDENT,  VALLEY 
TRANSIT  CO.,  INC.,  HARLINGEN,  TX 

Mr.  Farris.  Thank  you,  Senator  Exon.  My  name  is  Robert 
Farris.  I  am  president  of  Valley  Transit  Co.  We  operate  in  south 
Texas  from  San  Antonio  and  Houston  south  to  the  Mexican  border. 
Let  me  begin  by  thanking  you  for  holding  these  hearings  and  for 
inviting  me  to  participate. 

The  past  6  months  have  been  extremely  difficult  for  me  and  for 
my  company.  Were  it  not  for  a  temporary  injunction  issued  by  the 
U.S.  District  Court  for  the  Southern  District  of  Texas,  Valley  Tran- 
sit would  have  been  evicted  from  Greyhound's  terminals  in  San  An- 
tonio, Houston,  and  Corpus  Christi,  even  though  Valley  Transit 
generated  nearly  $2  million  of  revenue  for  Greyhound  in  1991.  This 
would  have  had  a  ruinous  impact  on  our  operations  and  the  citi- 
zens of  south  Texas  who  depend  on  Valley  Transit's  services. 

In  my  opinion,  the  Bus  Regulatory  Reform  Act  was  undermined 
by  the  Interstate  Commerce  Commission  under  former  Chair- 
woman Gradison.  In  particular,  I  fault  the  ICC's  unconditioned  ap- 
proval of  Greyhound's  monopoly  position  as  owner  of  the  only  na- 
tional network  of  bus  terminals,  through  which  Valley  Transit  and 
all  other  independent  bus  carriers  must  pass  in  providing  service 
to  the  traveling  public. 

The  ICC's  decision  to  allow  the  Greyhound-Trail  ways  merger 
without  imposing  conditions  to  secure  the  continuing  service  of 
smaller  competing  carriers  has  proved  to  be  a  disaster.  That  deci- 
sion was  premised  on  the  ICC's  acceptance  of  commitments  given 
by  former  Greyhound  officers  that  they  would  work  with  the  inde- 
pendents in  order  to  provide  a  service  to  the  public  that  would 
excel  over  all  other  modes  of  transportation.  However,  5  years  after 
the  merger  Greyhound's  new  management  has  unilaterally  reneged 
on  those  commitments,  claiming  the  right  to  select  and  honor  only 
those  representations  which  work  to  Greyhound's  advantage. 

Greyhound  has  unilaterally  terminated  all  of  its  bus  terminal  li- 
cense agreements  and  sought  to  impose  new  agreements.  The  new 
agreements  are  loaded  with  features  that  are  per  se  anticompeti- 
tive, including  provisions  that  would  limit  the  amount  of  competi- 
tion that  could  be  offered  by  tenant  bus  companies,  the  imposition 
of  unreasonable  rates,  and  the  exaction  of  monopoly  profits  through 
dockage  charges.  In  some  instances,  some  provisions  violate  the 
conditions  imposed  on  Greyhound  in  a  consent  agreement  that  was 
vacated  shortly  before  the  Greyhound-Trailways  merger. 

Such  activities  have  undermined  the  goals  and  objectives  of  the 
Bus  Regulatory  Reform  Act.  Because  all  roads  lead  through  the 
Greyhound  terminals  strategically  located  in  major  metropolitan 
areas,  it  matters  not  that  there  is  ease  of  entry  from  a  licensing 
standpoint.  The  real  hurdles  are,  No.  1,  the  rent  that  Greyhound 
demands  and,  No.  2,  the  dirty  tricks  that  Greyhound  can  play  on 
its  smaller  tenants  as  a  result  of  its  total  control  of  the  terminals 
and  related  facilities. 

By  imposing  rents  that  are  unreasonable  or  by  employing  a  host 
of  other  tactics  that  are  designed  to  divert  passengers  from  its  ten- 
ant carriers,  Greyhound  can  force  a  tenant  carrier  to  curtail  or 
even  cease  operations  on  which  the  public  has  relied.  Greyhound 
has  used  many  of  these  tactics  for  years.  One  need  only  review  the 
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many  court  and  ICC  decisions  cited  in  our  testimony  to  see  how 
these  tactics  work. 

Today,  however,  what  was  once  condemned  as  criminal  and  vio- 
lative of  the  antitrust  laws  is  brushed  aside  as  being  mere,  "anec- 
dote and  allegation,"  as  the  ICC  has  chosen  to  ignore  these 
breaches.  Unlike  earlier  decisions  wherein  the  ICC  faced  up  to  its 
responsibilities  to  the  traveling  public  by  condemning  Greyhound's 
attempts  to  evade  commitments  made  to  obtain  ICC  approval  of 
the  control  of  the  terminals  or  various  transactions,  the  ICC  has 
acted  as  an  apologist  for  Greyhound  with  certain  Commissioners 
being  more  interested  in  protecting  "Greyhound's  journey  toward 
fiscal  stability"  than  with  protecting  the  public  interest. 

I  believe  that  the  ICC  has  the  necessary  jurisdiction  and  respon- 
sibility to  cure  the  problems  which  it  created.  Because  the  ICC  has 
taken  such  a  restricted  view  of  its  responsibility,  this  committee 
should  direct  the  commission  to  exercise  this  jurisdiction  by  ac- 
tively regulating  the  monopolist  that  it  has  created.  If  the  commit- 
tee disagrees  with  my  assessment  of  the  ICC's  powers  or  if  the 
committee  discovers  that  the  ICC  is  simply  refusing  to  use  its  pow- 
ers, the  committee  should  then  accept  the  responsibility  to  enact 
legislation  that  addresses  the  concerns  that  have  been  raised  today. 

I  can  assure  you  that  if  steps  are  not  taken,  Greyhound  will 
grind  down  its  competitors  to  the  detriment  of  the  traveling  public 
which  depends  on  the  small  bus  companies  for  service.  Of  course, 
there  is  no  guarantee  that  once  Greyhound  is  successful  in  evicting 
its  tenants,  that  it  will  provide  the  same  or  even  a  remotely  similar 
service  as  that  which  the  tenant  provided. 

I  also  urge  the  committee  to  direct  the  ICC  to  determine  whether 
it  would  be  in  the  public  interest  to  require  divestiture  of  the  ter- 
minals or  the  creation  of  neutral  operators  who  would  be  respon- 
sible to  all  tenant  carriers.  It  is  unrealistic  to  assume  that  one  can 
conduct  arm's  length  negotiations  with  a  monopolist,  much  less 
compete  when  one  is  dependent  upon  the  monopolist  for  the  facility 
which  is  essential  to  the  competition. 

I  am  fearful  that  the  regular  route  service  will  continue  to  de- 
cline if  the  ICC  does  not  curb  Greyhound's  monopolist  excesses. 
The  ICC's  preoccupation  with  Greyhound's  fiscal  stability  has 
caused  it  to  disregard  the  public  harm  caused  by  its  approval  of 
Greyhound's  activities.  I  am  fearful  that  others  will  be  forced  to 
cease  regular  route  operations  before  the  ICC  will  realize  it  has  ut- 
terly failed  in  its  responsibilities  to  the  traveling  public.  As  these 
companies  cease  operating,  more  and  more  towns  and  villages  will 
be  left  without  service. 

Again,  I  thank  you  for  inviting  me  to  participate  in  the  hearing. 

[The  prepared  statement  of  Mr.  Farris  follows:] 

Prepared  Statement  of  Robert  G.  Farris 

My  name  is  Robert  G.  Farris.  I  am  President,  Valley  Transit  Company,  Inc.  ("Val- 
ley Transit").  Valley  Transit  is  a  family-owned  business,  headquartered  in  Har- 
lingen,  Texas,  which  has  been  engaged  in  the  passenger  bus  business  since  its 
founding  by  my  father-in-law,  Vance  D.  Raimond,  in  1941.  We  are  dedicated,  both 
as  a  company  and  as  individuals,  to  serving  the  people  of  South  Texas.  Today,  Val- 
ley Transit  operates  scheduled,  regular-route  operations  in  interstate  and  intrastate 
commerce  between  points  in  the  Rio  Grande  Valley,  on  the  one  hand,  and  Houston 
and  San  Antonio,  on  the  other,  pursuant  to  authorities  granted  by  the  Interstate 
Commerce  Commission  in  Docket  No.  MC-74  and  related  subnumbers,  and  by  the 
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Railroad  Commission  of  Texas  under  No.  252.  Valley  Transit's  scheduled  service  is 

Sublished  in  Russell's  Guide,  the  standard  reference  for  bus  schedules  in  the  United 
tates.  Valley  Transit  also  provides  local  transit  and  commuter  operations  within 
the  Rio  Grande  Valley  and  between  McAllen,  Texas  and  Reynosa,  Mexico.  Most  im- 
portant for  purposes  of  this  hearing,  Valley  Transit  remains  in  business  today  only 
because  of  a  Court  Order  entered  September  25,  1992  by  the  United  States  District 
Court  for  the  Southern  District  of  Texas. 

In  1991,  Valley  Transit  transported  a  total  of  2,287,481  passengers  in  its  South 
Texas  operations.  These  passengers  moved  in  interstate,  intrastate  and  local  transit 
services.  Valley  Transit  conducted  direct  interline  operations  with  Greyhound  Lines, 
Inc.  ("Greyhound"),  Kerrville  Bus  Lines,  Painter  Bus  Lines,  Texas  Bus  Lines,  Na- 
tional Tours,  Sierra  Bus  Lines  and  Arrow  Trailways  of  Texas  at  Greyhound's  Hous- 
ton and  San  Antonio  terminals.  Through  its  membership  in  the  National  Bus  Traffic 
Association  ("NBTA''),  Valley  Transit  has  interline  arrangements  with  all  bus  com- 
panies which  engage  in  scheduled  service  throughout  the  United  States.  To  illus- 
trate, Valley  Transit  can  sell  a  ticket  to  a  passenger  traveling  from  Hebbronville, 
Texas  to  Valentine,  Nebraska,  Mitchell,  South  Dakota,  or  a  thousand  other  points. 
This  ticket  would  cover  each  segment  of  the  passenger's  trip  and  could  involve  at 
least  four  interline  carriers. 

There  is  no  public  transportation  alternative  to  much  of  Valley  Transit's  sched- 
uled service.  Most  of  the  small  rural  towns  in  South  Texas  lack  air  service.  Airports 
are  located  at  Corpus  Christi,  Laredo,  McAllen  and  Harlingen.  The  nearest  train 
station  is  located  in  San  Antonio,  a  distance  of  nearly  225  miles  one-way  from  the 
Rio  Grande  Valley.  There  are  currently  forty-six  towns  in  the  South  Texas  market 
that  are  served  by  Valley  Transit,  but  not  by  Greyhound.  In  addition,  there  are 
twenty -eight  others  which  are  served  both  by  Valley  Transit  and  Greyhound.  See 
Attachments  1  through  3. 

Although  both  companies  provide  service  in  this  market,  it  should  be  carefully 
noted  that  Valley  Transit's  service  is  far  more  extensive  than  Greyhound's.  For  ex- 
ample, Greyhound  has  five  daily  departures  from  McAllen  to  Houston  and  points 
north  and  east,  as  compared  with  eight  Valley  Transit  schedules.  By  way  of  further 
contrast,  Valley  Transit  has  eight  schedules  between  Houston  and  Brownsville, 
while  Greyhound  has  five,  none  of  which  serves  all  of  the  intermediate  points.  In- 
stead, Greyhound  ignores  the  over-whelming  majority  of  the  smaller  communities. 
Valley  Transit,  on  the  other  hand,  offers  service  to  all  of  the  intermediate  points. 
Another  example  of  the  disparity  in  service  is  the  route  between  Mission  and 
McAllen.  Valley  Transit  provides  fourteen  daily  schedules  while  Greyhound  pro- 
vides but  two. 

Valley  Transit's  commitment  to  the  South  Texas  market  can  also  be  demonstrated 
by  its  continuing  efforts  to  expand  service.  While  Greyhound  has  abandoned  service 
to  a  number  of  small  towns  throughout  South  Texas,  Valley  Transit  has  been  ex- 
panding its  service.  In  Oilton  a  note  was  posted  on  April  9,  1990  advising  would- 
be  passengers  that,  effective  April  10,  1990,  the  Greyhound  agency  would  be  closed. 
Benavides  was  given  a  two  day  notice.  On  August  1,  1990,  with  no  notice  to  the 
public,  Greyhound  abandoned  its  service  between  Corpus  Christi  and  Houston  over 
Texas  Highway  35.  In  response  to  Greyhound's  abandonment  of  service,  Valley 
Transit  immediately  stared  providing  service  to  Aransas  Pass,  Rockport,  Tivoli,  Port 
Lavaca,  Palacios,  Bay  City,  West  Columbia,  Angleton  and  Alvin.  Today,  Valley 
Transit  serves  those  points  with  five  daily  schedules. 

Because  of  the  extensive  service  that  Valley  Transit  provides  in  South  Texas,  I 
firmly  believe  that  its  operations  are  crucial  to  the  citizens  of  that  area.  I  am  not 
alone  in  concluding  that  Valley  Transit's  operations  are  crucial.  When  Valley  Tran- 
sit received  its  authority  from  the  Interstate  Commerce  Commission  to  operate  into 
San  Antonio  using  Greyhound's  terminal,  the  Commission  expressly  found  that: 

[Valley  Transit]  is  now  performing  critically  necessary  local  transit  services, 
under  private  ownership,  on  a  comprehensive  basis  within  and  between  ap- 
proximately 20  of  the  larger  municipalities  in  the  lower  Rio  Grande  Valley,  as 
well  as  a  unique  service  to  and  from  Reynosa,  Mexico,  and  that  the  grant  of 
the  proposed  new  service  to  and  from  San  Antonio  will  substantially  improve 
[valley  Transit's]  chances  for  overall  continued  economical  viability,  thus  nelp- 
ing  to  assure  continued  provision  of  such  local  services  in  the  Valley. 

Valley  Transit  Co..  Inc..  Ext.— San  Antonio.  Tex.,  128  M.C.C.  887,  927  (1976).  I 
know  of  no  evidence  that  would  contradict  the  ICC's  finding.  What  was  true  in  the 
mid-70's  is  still  true  today  with  respect  to  Valley  Transit's  operations.  The  only  dif- 
ference is  that  we  provide  more  service  today  than  we  provided  in  1975. 

Despite  the  importance  of  Valley  Transit's  service  to  the  people  of  South  Texas, 
Valley  Transit  is  now  engaged  in  an  antitrust  action  against  Greyhound  in  a  des- 
perate attempt  to  save  itself  On  August  21,  1992,  exactly  one  week  after  Greyhound 
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received  the  ICC's  decision  in  the  Cascade  proceeding,1   Greyhound  sent  Valley 
Transit  a  letter  containing  the  following,  terse  message: 

Greyhound  hereby  terminates  effective  11:59  p.m.  September  30,  1992  those 
certain  BTL  Agreements  with  your  company  covering  the  right  and  privilege  to 
use  the  following  Greyhound  bus  terminal  facilities:  Houston,  TX;  Corpus  Chris- 
ti,  TX;  and  San  Antonio,  TX. 

Greyhound  hereby  withdraws  the  proposal,  set  forth  in  the  letter  of  August  18, 
1992,  to  enter  into  new  BTL  Agreements  with  your  company  at  these  three  (3) 
locations.  Greyhound  expects  your  company  to  cease  all  operations  and  fully  va- 
cate these  terminals  by  11:59  p.m.  September  30,  1992. 
I  submit  that  there  is  no  rational  justification  for  evicting  Valley  Transit.  Valley 
Transit  has  long  been  a  tenant  in  the  Greyhound  terminals.  For  the  past  twenty 
years,  Valley  Transit  has  worked  closely  with  Greyhound,  acting  as  its  feeder  serv- 
ice into  and  out  of  the  Rio  Grande  Valley.  In  1991,  well  after  the  Greyhound/Trail- 
ways   merger,   Valley  Transit  interlined  approximately    150,000   passengers   with 
Greyhound  and  its  other  tenants.  In  1991,  Valley  Transit  generated  $1,549,903  of 
interline  passenger  revenues  and  an  additional  $114,921  of  express  revenues  for 
Greyhound.  It  also  paid  Greyhound  rent  totalling  $292,740.  This  means  that  Grey- 
hound received  a  total  of  $1,957,564  in  revenues  from  Valley  Transit  in  1991.  It 
would  seem  that  a  bus  carrier  that  professes  to  be  in  poor  financial  condition  follow- 
ing its  emergence  from  bankruptcy  would  welcome  these  revenues.  As  Greyhound's 
actions  clearly  evidence,  it  was  not  satisfied  with  a  share  of  the  interline  revenues, 
it  wanted  everything.  Recognizing  Valley  Transit's  dependence  on  its  terminals, 
Greyhound  implemented  its  draconian  plan  to  evict  Valley  Transit  from  them.  As 
Cascade  had  demonstrated,  Greyhound  had  nothing  to  fear  from  the  Commission  as 
then  constituted. 

The  significance  of  being  able  to  operate  in  the  Greyhound  terminals  and  the  ad- 
verse impact  on  our  overall  operations  if  we  were  to  be  evicted  cannot  be  overstated. 
As  I  previously  noted,  Valley  Transit  has  interline  arrangements  with  all  bus  com- 
panies which  engage  in  scheduled  service  throughout  the  United  States.  To  illus- 
trate, Valley  Transit  can  sell  a  ticket  to  a  passenger  traveling  from  any  point  which 
Valley  Transit  serves  to  any  point  in  Nebraska  which  is  served  by  a  member  of 
NBTA.  This  ticket  would  cover  each  segment  of  the  passenger's  trip  and  could  in- 
volve as  many  as  four  or  more  interline  carriers. 

Under  these  interline  agreements,  the  passenger  can  check  her  baggage  at  Valley 
Transit's  station,  for  example,  at  Hebbronville,  Texas  and  not  have  to  worry  about 
it  until  she  arrives  at  Valentine,  Nebraska.  If  Valley  Transit  is  unable  to  transfer 
her  at  the  Greyhound  terminal  in  San  Antonio,  this  passenger  will  immediately  be 
impacted.  First,  because  Greyhound  does  not  serve  Hebbronville,  the  passenger 
would  be  unable  to  get  on  the  bus  in  her  home  town  and  travel  to  Valentine,  Ne- 
braska. As  a  result,  she  would  have  to  impose  on  a  friend  or  family  member  to  drive 
her  to  the  nearest  Greyhound  terminal  at  Falfurrias,  a  seventy-mile  round  trip.  On 
her  return,  the  friend  or  family  member  will  have  to  drive  another  seventy  miles 
to  pick  her  up.  Second,  even  if  Valley  Transit  were  to  take  her  to  some  other  termi- 
nal in  Houston  or  San  Antonio,  the  passenger  would  still  be  greatly  inconvenienced 
because  Valley  Transit  would  no  longer  be  able  to  sell  her  a  ticket  covering  her  en- 
tire journey.  Nor  would  her  baggage  be  checked  through  to  her  destination.  Instead, 
she  would  be  forced  to  handle  the  luggage  from  the  point  where  Valley  Transit  dis- 
charged her  to  the  Greyhound  terminal  where  she  would  board  the  next  bus.  Grey- 
hound is  well  aware  of  the  importance  of  interline  checked  baggage.  By  letter  dated 
July  24,  1992,  Greyhound  has  proposed  a  condition  to  NBTA  that  would  reauire  car- 
riers participating  in  the  Class  A  Interline  Passenger  Tariffs  issued  by  NBTA  to 
"offer  industry  standard  interline  checked  baggage  service,  and  *  *  *  participate  in 
the  industry  standard  interline  baggage  claim  prorate  procedure."  Thus,  even  if  Val- 
ley Transit  were  able  to  relocate  at  another  location  a  few  blocks  away,  Valley  Tran- 


che ICC's  decision  in  MC-F-18505,  GLI  Acquisition  Company— Purchase — Trailways  Lines. 
Inc.  [Bremerton  Tacoma  Stages,  Inc.,  d/b/a  Cascade  Trailways — Petition  to  Reopen]  ("Cascade") 
was  served  on  August  14,  1992.  By  that  decision,  the  ICC  informed  Greyhound  that  it  would 
not  interfere  with  Greyhound's  treatment  of  its  tenants.  Immediately  thereafter,  on  August  18, 
1992,  Greyhound  sent  notices  to  all  of  its  other  tenants  that  it  was  canceling  the  existing  bus 
terminal  licenses  and  would  replace  them  with  new  agreements  calling  for  much  higher  rents. 
Although  Valley  Transit  was  originally  served  with  the  same  letter,  the  August  21  letter  re- 
tracted the  offer  to  make  space  available  at  the  higher  rates.  I  find  it  to  be  interesting  that 
both  Cascade  and  Blue  Ridge  Trailways  have  been  forced  to  discontinue  regular  route  operations 
following  the  ICC's  determination  that  a  "strong  showing  of  harm  to  the  public  interest"  had 
not  been  made.  See  GLI  Acquisition  Company — Purchase — Trailways  Lines,  Inc.  [Blue  Ridge 
Lines,  Ltd.,  d/b/a  Blue  Ridge  Trailways— Petition  to  Reopen]  (not  printed),  served  December  12, 
1990. 
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sit  would  not  be  able  to  continue  to  be  a  member  of  NBTA  and  participate  in  the 
passenger  tariffs  which  govern  interstate  travel.  In  other  words,  if  Valley  Transit 
is  forced  out  of  the  Greyhound  terminal,  it  will  be  unable  to  satisfy  the  require- 
ments for  participation  in  the  interline  tariffs  and  would,  therefore,  suffer  the  ruin- 
ous loss  of  interline  revenues  which  flow  from  that  participation. 

Greyhound  itself  has  repeatedly  recognized  that  under  these  conditions,  the  pas- 
senger is  likely  to  stay  home.  As  Craig  Lentzsch,  Greyhound's  former  Vice  Chair- 
man &  Executive  Vice  President  stated  in  a  speech  delivered  to  the  NBTA's  Fifty- 
Third  Annual  Meeting,  in  Vancouver,  British  Columbia,  Canada  on  October  5,  1988: 
we  know  that  most  of  our  passengers'  travel  is  discretionary  and  the  last  five 
years  have  taught  us  that  our  passengers  will  not  travel  if  we  don't  give  them 
value  and  service.  They  can  take  one  more  trip  a  year  with  us  or  not  take  that 
extra  trip. 

In  other  words,  our  biggest  competitor  is  "stay  at  home". 
To  summarize,  the  passenger  is  inconvenienced;  her  family  or  friends  are  incon- 
venienced; the  interline  earners  all  lose  revenues;  and  a  definite  public  need  is  ig- 
nored. This  should  be  carefully  contrasted  with  the  current  situation  where  the  pas- 
senger can  board  Valley  Transit's  bus  in  her  home  town  and,  upon  her  return,  alight 
from  Valley  Transit's  bus  in  her  home  town. 

As  noted  above,  Valley  Transit  remains  in  business  only  because  of  a  temporary 
injunction  entered  in  an  antitrust  lawsuit  which  Valley  Transit  instituted  following 
Greyhound's  notice  of  eviction  from  Greyhound's  Houston,  San  Antonio  and  Corpus 
Christi  terminals.  If  Greyhound  had  succeeded,  Valley  Transit  would  have  been 
forced  to  discontinue  all  service,  not  just  its  interstate  operations.  I  can  assure  you, 
based  on  my  39  years  of  experience  in  the  bus  industry,  that  this  would  have  had 
an  immediate,  devastating  impact  on  the  many  individuals  who  are  dependent  upon 
Valley  Transit  for  transportation.  From  personal  observations,  I  am  aware  that  vir- 
tually all  of  Valley  Transit's  passengers  are  Mexican-American,  poor,  without  any 
other  means  of  transportation  and  wholly  dependent  on  Valley  Transit  to  go  to 
work,  school,  the  doctor,  grocery  store,  shopping,  to  pay  bills  or  to  visit  friends  and 
relatives  both  in  South  Texas  and  across  the  nation.  I  am  also  aware  that  Valley 
Transit's  passengers  are  primarily  women  and  that  a  high  percentage  of  our  pas- 
sengers are  in  ill  health,  cannot  drive  at  all,  or  do  not  even  own  an  automobile. 
Many  of  these  passengers  ride  Valley  Transit  to  go  to  military  and  Veterans  Admin- 
istration hospitals  located  in  San  Antonio,  and  other  hospitals  in  Houston.  Others 
are  traveling  to  the  University  of  Texas  Medical  Center  in  Galveston,  where  they 
receive  free  medical  care.  Given  the  poor,  if  not  desperate,  economic  status  of  most 
of  our  passengers,  there  is  no  question  but  that  these  people  would  suffer. 

Nonetheless,  despite  its  commitment  to  the  traveling  public,  Valley  Transit  is  fac- 
ing extinction  due  to  Greyhound's  actions.  As  such,  Greyhound's  actions  clearly 
focus  the  issue  of  whether  the  needs  of  the  traveling  public  who  are  dependent  upon 
Valley  Transit's  bus  service  should  be  sacrificed  because  Greyhound  has  chosen  to 
renege  on  the  commitments  made  to  the  ICC  in  order  to  obtain  approval  for  its  ac- 
quisition of  the  Trailways  terminals.  As  seemingly  indicated  by  its  recent  Cascade 
decision,  the  Commission  has  chosen  to  condone  Greyhound's  reneging,  even  if  pub- 
lic needs  are  sacrificed. 

Twenty-five  years  ago,  the  ICC  was  faced  with  a  similar  situation  when  Grey- 
hound claimed  "the  right  to  select  and  honor  only  those  representations,  and  the 
findings  based  thereon,  which  [were]  to  [Greyhound's]  advantage."  Mt.  Hood  Stages. 
Inc.-Petition  104  M.C.C.  449,  456  (1968).  To  its  credit,  the  ICC  at  that  time  faced 
up  to  its  responsibilities  to  the  traveling  public  with  the  following  observation: 

it  is  the  riding  public  which  has  suffered,  in  addition  to  [Mount  Hood].  By  modi- 
fying the  arrangements  then  in  effect  for  its  own  gain  or  for  competitive  rea- 
sons, Greyhound  has  created  a  situation  which  is  no  longer  consistent  with  the 
public  interest  because  it  deprives  passengers  of  the  best  available  service. 

Id.  at  462.  Given  the  majority's  recently  announced  decision  to  begin  an  investiga- 
tion into  the  adequacy  of  intercity  motor  common  carrier  passenger  service,  it  is 
hoped  that  the  ICC  will  once  again  take  a  long,  hard  look  at  the  consequences  of 
recent  Greyhound  activities  and  recognize  that  they  are  harming,  or  threatening  to 
harm,  the  public  interest. 

We  at  Valley  Transit  recognize  that  we  are  a  public  utility  upon  which  the  people 
of  South  Texas  depend.  Given  that  dependency,  we  feel  that  consideration  must  be 
given  to  the  "public  utility"  component  of  our  business  and  to  the  impact  that  our 
demise  would  have  on  the  traveling  public  in  South  Texas  which  is  dependent  on 
us.  I  fear,  however,  that  there  are  those  who  are  more  concerned  with  protecting 
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"Greyhound's  journey  toward  fiscal  stability,"2  than  they  are  with  protecting  the 
needs  of  the  poorer  citizens  of  this  country  who  are  dependent  upon  the  smaller  bus 
companies  which  have  long  responded  to  their  needs.  1  will  respond  by  stating  that 
although  we  too  could  maximize  our  profits  by  eliminating  less  profitable  service 
and  by  letting  our  equipment  deteriorate,  we  have  not  done  so.  Instead,  we  have 
attempted  to  expand  our  service  whenever  possible.  Having  satisfied  the  terms  of 
our  Certificate  of  Public  Convenience  and  Necessity,  we  feel  that  we,  and  other 
small  bus  companies  who  provide  similar  essential  services,  are  entitled  to  the  full 
protection  of  the  laws.  Unfortunately,  as  I  will  next  discuss,  that  has  not  been  the 
case. 

In  setting  this  hearing,  Senator  Hollings  indicated  that  we  should  address  various 
issues,  including  "the  effectiveness  of  the  Bus  Regulatory  Reform  Act  of  1982 
CBRRA');  pending  economic  regulatory  issues  in  the  industry  and  the  nature  of  the 
current  competitive  relationships  between  and  among  the  various  carriers."  In  order 

froperly  to  address  these  issues,  it  is  necessary  to  examine  actions  taken  by  the 
nterstate  Commerce  Commission  under  former  Chairwoman  Gradison,  especially 
the  ICC's  approval  of  the  creation  of  Greyhound's  monopoly  position  with  regard  to 
ownership  of  the  only  national  network  of  bus  terminals  without  imposing  any  pro- 
tective conditions. 

Without  the  benefit  of  an  oral  hearing,  and  in  the  face  of  a  flood  of  verified  state- 
ments outlining  anticompetitive  actions  undertaken  by  Greyhound  during  the  Fall 
and  Winter  of  1987-88,  the  ICC  ignored  the  concerns  of  the  United  States  Depart- 
ment of  Transportation  and  the  Independent  Bus  Companies  by  refusing  to  impose 
any  conditions  on  the  newly-created  monopoly.  It  is  with  a  certain  amount  of  irony 
that  I  quote  my  prediction  that: 

following  the  merger,  Greyhound  will  have  absolutely  no  incentive  to  interline 
with  the  independents.  Instead,  because  of  the  parallel  nature  of  the  former 
Trailways  operations,  these  carriers  will  undoubtedly  be  sacrificed  as  Grey- 
hound will  seek  to  maximize  its  profits  by  offering  only  its  own  service  to  its 
passengers.  Simply  stated,  once  Greyhound  is  in  the  position  to  operate  Trail- 
ways,  the  independents  will  be  pushed,  first  out  of  the  terminals,  and  then  out 
of  business. 
Comments  of  Independent  Bus  Companies  Not  Members  of  National  Trailways  Bus 
System,  filed  in  ICC  Docket  No.  MC-F-18505TA,  GLI  Acquisition  Company— Appli- 
cation for  Approval  of  Temporary  Operation  of  Motor  Carrier  Properties — Trailways 
Lines,  Inc.,  dated  July  2,  1987,  at  1-2. 
As  was  also  predicted: 

The  solution  that  [the  ICC]  imposes  at  this  point  will  not  be  easily  remedied 
if  it  makes  the  wrong  choice.  Indeed,  the  final  irony  may  be  that  the  Commis- 
sion, after  loosening  the  restrictive  policy  in  regard  to  bus  entry  that  was  rooted 
in  the  Pan-American  Bus  Lines  Operations  decision — a  decision  which  the  Com- 
mission itself  has  recognized  was  responsible  for  protecting  Greyhound  from 
competition — may  further  solidify  Greyhound's  monopolistic  position  contrary  to 
the  objectives  of  the  BRRA. 

Id.  at  4-5. 

By  ignoring  these  comments,  and  those  of  the  other  Independents  who  had  ag- 
gressively sought  to  expand  their  operations  under  the  BRRA,  the  ICC  effectively 
negated  the  public  benefits  that  Congress  sought  to  achieve  with  the  passage  of  that 
Act.  By  allowing  Greyhound  to  cement  its  monopoly  position  in  the  bus  industry  by 
acquiring  the  Trailways  terminals  and  thereby,  through  ownership  of  the  only  na- 
tionwide bus  terminal  system  in  the  nation,  control  nearly  every  place  where  inter- 
line connections  can  be  made,  the  ICC  ignored  the  simple  fact  that  Greyhound 
would  be  able  to  discipline  and  monopolize  the  regular  route  bus  industry  by  evict- 
ing carriers  outright,  or  by  employing  other  stratagems  that  would  result  in  a  ten- 
ant being  constructively  evicted. 

In  other  words,  because  all  roads  lead  through  Greyhound's  strategically-located 
terminals  in  major  metropolitan  areas,  it  matters  not  that  there  is  ease  of  entry 
from  a  licensing  standpoint.  The  real  hurdles  are  (1)  the  rent  that  Greyhound  de- 
mands and  (2)  the  dirty  tricks  that  Greyhound  can  play  on  its  smaller  tenants  as 
a  result  of  its  total  control  of  the  terminals  and  related  facilities.  By  imposing  rents 
that  are  unreasonable,  or  by  employing  a  host  of  other  tactics  that  are  designed  to 
divert  passengers  from  its  tenant  carriers — such  as  late  or  garbled  announcements, 
running  schedules  on  top  of  smaller  competitors,  herding  of  passengers  onto  Grey- 


2 See,  ICC  Docket  No.  Ex  Parte  No.  MC-95  (Sub-No.  8),  Adequacy  of  Intercity  Motor  Common 
Carrier  Passenger  Service,  Notice,  dated  March  5,  1993,  Commissioner  Philbin  dissent,  Slip  Op. 
at  5. 
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hound  buses,  misinformation  concerning  gates  and  scheduled  departure  times,  re- 
fusing to  inform  potential  passengers  of  tenants'  schedules,  omitting  competitors' 
services  from  published  schedules,  holding  express  shipments  and  even  removing 
passengers  from  tenants'  buses — Greyhound  can  force  a  tenant  carrier  to  curtail  and 
even  cease  operations  upon  which  the  public  has  relied. 

The  above  are  not  recent  tactics.  Thev  are  tactics  which  Greyhound  has  used  for 
years  and  fine-tuned  to  an  art  form.  One  need  only  review  the  many  Court  and 
Commission  decisions  finding  Greyhound  in  violation  of  the  antitrust  laws  to  see 
how  these  tactics  work.  See,  e.g.,  Greyhound  Corp.  v.  Mt.  Hood  Stages,  Inc.,  437 
U.S.  322  (1978);  United  States  v.  Greyhound  Corporation,  508  F.2d  529  (7th  Cir. 
1974),  affg,  363  F.Supp.  525  (N.D.  111.  1973)  and  370  F.Supp.  881  (N.D.  111.  1974) 
(civil  and  criminal  contempt);  United  States  v.  Southwestern  Greyhound  Lines,  Inc., 
1953  Trade  Cases  167,470  (N.D.  Okla.  1953);  Mt.  Hood  Stages.  Inc.— Petition  for 
Modification,  supra,  104  M.C.C.  449;  United  States  v.  Greyhound  Corporation,  Con- 
sent Decree,  Civil  Action  No.  57C1  107,  N.D.  111.,  dated  June  27,  1957.  While  this 
latter  decree  was  subsequently  vacated  shortly  before  GLI  acquired  Greyhound  in 
1987,  it  should  be  noted  that  the  decree  forbade  Greyhound  from  taking  certain  ac- 
tions, including: 

(F)  Conditioning  the  use  by  a  bus  operator,  or  any  terminal  owned  or  controlled 
by  defendant,  upon  an  agreement  to  refrain  from  competing  with  defendant;  (G) 
Discriminating  against  a  bus  operator,  using  a  terminal  owned  or  controlled  by 
defendant  in  the  provision  of  usual  terminal  services  or  facilities  (other  than 
loading  docks  where  adequate  loading  docks  of  equal  desirability  are  not  avail- 
able), including,  by  not  limited  to,  the  sale  and  issue  of  tickets,  the  routing  of 
passengers,  and  the  dissemination  of  travel  information;  (H)  evicting  a  bus  oper- 
ator from  any  terminal,  owned  or  controlled  by  defendant;  Provided,  however, 
that  paragraphs  (G)  and  (H)  shall  not  be  so  construed  as  to  prevent  defendant 
from  requiring  tenants  to  execute  written  tenancy  agreements  or  requiring  com- 
pliance with  reasonable  tenancy  agreements  and  terms  and  rules  established 
for  the  operation  of  any  terminal  owned  or  controlled  by  it. 
It  is  appalling  that  Greyhound's  activities,  once  condemned  as  criminal  and  violative 
of  the  antitrust  laws,  can  now  be  brushed  aside  as  "anecdote  and  allegation  *  *  * 
which  dissolve[]  into  clouds  of  smoke."3  I  submit  that  anecdote  and  allegation  do 
not  underlie  the  recent  termination  of  Cascade  Trailways'  and  Blue  Ridge  Trail- 
ways'  regular  route  service. 

Also,  by  having  the  ability  to  terminate  or  modify  bus  terminal  licensing  agree- 
ments practically  at  will,  Greyhound  can  adversely  affect  the  quality  of  service  of- 
fered by  its  tenants.  Given  the  uncertainty  created  by  Greyhound's  recent  attempt 
to  evict  Valley  Transit,  we  have  seriously  reconsidered  our  policy  of  renewing  our 
fleet  on  a  regular  basis.  Why  should  we  invest  nearly  $260,000  per  bus  when  we 
can  be  wiped  out  in  a  matter  of  days? 

The  cancellation  of  leases  and  the  exaction  of  monopoly  profits  is  crucial.  Valley 
Transit  and  others  simply  cannot  afford  the  95  percent  increase  in  rents  that  Grey- 
hound is  demanding.  Allegedly,  the  leases  are  based  on  the  theory  that  Greyhound 
is  entitled  to  receive  compensation  from  its  tenants  for  their  use  of  its  facilities.  Val- 
ley Transit  has  no  problem  whatsoever  with  that  principle. 

In  fact,  Valley  Transit,  since  1990,  has  been  paying  Greyhound  its  pro-rata  share 
of  terminal  expenses.  Apparently,  that  was  not  enough,  even  though  Greyhound  had 
loaded  up  terminal  costs  to  include  costs  that  are  solely  Greyhound's.  To  illustrate, 
Greyhound's  terminal  in  Houston  can  be  divided  into  two  parts.  One  part  is  used 
for  passenger  and  express  services.  The  remaining  portion  houses  some  of  Grey- 
hound's administrative  personnel  from  whom  Valley  Transit  and  the  remaining  ten- 
ants derive  no  benefits.  Yet,  the  formula  employed  by  Greyhound  requires  the  ten- 
ants to  shoulder  their  pro-rata  share  of  100  percent  of  the  total  costs  of  the  termi- 
nal. As  a  result,  ValleyTransit  has  been  paying  a  portion  of  Greyhound's  costs. 

Furthermore,  Greyhound  now  insists  that  it  be  paid  "docking^  fees  which  are  un- 
related to  the  costs  of  providing  service.  In  Valley  Transit's  case,  the  docking  fees 
alone  would  increase  our  rent  by  $143,810  per  annum.  This  is  in  addition  to  an  in- 
crease of  $133,132  in  our  base  rent.  In  sum,  our  rent  would  jump  over  94.6  percent 
from  $292,740  in  1991,  to  $569,682  in  subsequent  years.  Because  Valley  Transit  has 
been  paying  its  pro-rata  share  of  all  terminal  expenses  since  1990,  it  must  question 
both  the  reasonableness  and  the  rationale  for  docking  fees.  The  Committee  should 
consider  one  example.  When  a  Valley  Transit  bus  leaves  San  Antonio  with  no  pas- 
sengers, it  would  have  to  pay  a  docking  fee.  When  that  same  bus  stops  at  Corpus 


3  See,  ICC  Docket  No.  Ex  Parte  No.  MC-95  (Sub- No.  8),  Adequacy  of  Intercity  Motor  Common 
Carrier  Passenger  Service,  Notice,  dated  March  5,  1993,  Commissioner  Philbin  dissent,  Slip  Op. 
at  4. 
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Christi  and  departs  from  that  terminal  without  picking  up  a  single  passenger,  it 
would  have  to  pay  yet  another  docking  fee.  Since  Greyhound  does  not  pay  the  same 
docking  fee,  the  adverse  impact  on  competition  should  be  readily  apparent.  More- 
over, because  all  of  Greyhound's  costs  are  covered  by  the  base  rent,  the  docking  fees 
themselves  are  not  related  to  Greyhound's  cost  of  providing  service.  Hence,  the  dock- 
ing fee  is  revealed  to  be  nothing  more  than  the  exaction  ofmonopoly  profits. 

In  this  respect,  the  Commission  should  be  encouraged  to  take  a  broader  view  of 
its  responsibilities  to  those  poorer  individuals  who  must  depend  on  bus  service  and 
should  recognize  that  it  has  a  responsibility  to  regulate  the  monopolist  that  it  has 
created.  If  it  does  not  actively  regulate  Greyhound  and  carefully  monitor  its  activi- 
ties, including  the  rents  that  it  imposes  on  tenant  carriers,  tenants  will  be  forced 
to  discontinue  operations  as  Greyhound  will  continue  to  grind  down  the  tenants  to 
the  detriment  of  the  traveling  public  which  depends  on  the  small  bus  companies  for 
service. 

While  this  Committee  is  now  concerned  with  the  precipitous  drop  in  service  to 
rural  America  and  to  the  urban  poor,  it  should  carefully  note  that  once  Greyhound 
is  successful  in  evicting  its  tenants,  there  is  no  guarantee  that  it  will  provide  the 
same,  or  even  a  remotely  similar,  service  as  that  which  the  tenant  provided.  As  the 
GAO  report  has  documented,  and  as  I  have  observed  in  the  South  Texas  market, 
Greyhound  has  steadily  abandoned  service  to  smaller  communities  without  regard 
to  the  needs  of  the  traveling  public. 

Equally  important,  ownership  of  the  terminal  network  has  also  emboldened  Grey- 
hound to  attempt  utilizing  its  leases  to  achieve  a  plethora  of  anticompetitive  objec- 
tives, including  limiting  the  amount  of  service  which  can  be  offered  by  its  competi- 
tors. In  the  new  leases  that  Greyhound  has  devised,  it  included  a  limit  on  the  num- 
ber of  schedules  that  its  tenants  could  operate.  According  to  Greyhound,  this  was 
necessitated  by  the  lack  of  space  and  employees.  Given  the  recent  scale-back  in 
Greyhound's  operations,  that  'excuse"  is  not  credulous.  As  reflected  by  the  former 
antitrust  decree,  such  a  provision  is  patently  in  violation  of  the  antitrust  laws. 

In  addition,  the  lease  contained  language  which  would  have  precluded  a  tenant 
from  opening  a  station  within  twenty-five  miles  of  Greyhound's  terminals.  Since  this 
was  one  of  the  professed  reasons  given  to  Valley  Transit  for  its  eviction,  from  Grey- 
hound's Houston  terminal,  our  experience  may  prove  of  value  to  the  Committee. 

On  May  20,  1992,  Valley  Transit  assumed  responsibility  from  Texas  Bus  Lines  of 
operating  a  small  station  in  South  Houston,  an  incorporated  Texas  city  located  on 
our  regular-route  coming  from  Corpus  Christi.  The  reason  for  Valley  Transit's  inter- 
est in  operating  this  station  had  nothing  to  do  with  Greyhound.  Rather,  it  was  an 
attempt  to  deal  with  the  illegal  van  operators  or  "camionetas"  which  have  sprung 
up  in  foreign  commerce  transporting  passengers  from  points  in  Mexico  to  Houston. 
Until  recently,  when  Chairwoman  McDonald  took  an  active  interest  in  this  problem, 
we  had  not  been  able  to  get  the  ICC  to  take  firm  action  against  these  illegal  opera- 
tors. Thus,  as  a  matter  of  self-help,  we  decided  to  institute  our  own  service  to  take 
care  of  the  passengers  who  would  otherwise  use  the  illegal  van  operators.  As  we 
would  subsequently  explain  to  Greyhound: 

our  South  Houston  terminal  was  set-up  to  collect  passengers  in  the  Harrisburg 
area  who  do  not  want  the  expense  of  the  transportation  to  the  downtown  termi- 
nal to  go  to  Mexico,  and  allow  us  to  compete  successfully  with  El  Expreso 
(whose  service  we  explained  to  you  and  whose  ads  and  other  camioneta's  ads 
we  left  with  you)  whose  terminal  is  in  the  Harrisburg  area,  and  also  with  other 
camionetas  in  the  same  area  who  are  carrying  people  and  express  to  South 
Texas  and  Mexico.  In  order  to  get  these  people  back  on  our  buses,  and  hence 
your  buses,  we  will  need  a  few  other  substations  around  Houston  in  the  His- 
panic communities  as  the  camionetas  have.  We  must  offer  a  superior  service 
with  schedules  made  specifically  for  the  move  between  Houston  and  the  border 
at  the  same  level  of  pricing  as  the  camionetas.  This  is  our  plan  and  we  have 
been  engaged  in  setting  it  up. 

Letter  to  Robert  R.  Duty,  Sr.  Vice  President  Customer  Operations,  Greyhound 
Lines,  Inc.,  from  Robert  G.  Farris,  dated  August  18,  1992. 

This  terminal  ran  afoul  of  Greyhound  in  early  August,  1992,  when  Greyhound  in- 
stituted a  new  policy  with  respect  to  express  shipments  in  the  Houston  area.  Under 
its  new  policy,  Greyhound  announced  that  it  had  selected  King  Courier  to  be  its  ex- 
clusive representative,  and  that  it  would  no  longer  accept  express  parcels  from  the 
other  local  courier  operators.  This  attempt  to  force  shippers  to  use  King  Courier  and 
abandon  their  relationships  with  other  courier  services  sparked  a  quick  response 
from  the  other  couriers.  Instead  of  kowtowing  to  Greyhound,  the  local  courier  opera- 
tors started  bringing  express  shipments  to  Valley  Transit's  new  facility.  Consistent 
with  our  common  carrier  obligation,  we  accepted  the  express  shipments  and,  when 
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appropriate,  delivered  them  to  Greyhound  at  its  Main  Street  terminal  in  downtown 
Houston. 

Instead  of  accepting  the  express  shipments  and  paying  us  the  commission  which 
Valley  Transit  had  earned,  Greyhound  officials  objected  to  Valley  Transit's  accept- 
ance of  the  express  shipments.  In  early  August,  we  received  a  series  of  letters  from 
Greyhound  ordering  us  to  discontinue  accepting  express  parcels  from  the  local  couri- 
ers. At  that  time,  we  checked  with  our  counsel  and  the  Texas  Railroad  Commission 
to  see  whether  there  was  any  legal  basis  that  would  permit  us  to  follow  Greyhound's 
orders.  Both  advised  us  that  we  had  a  common  carrier  obligation  to  accept  the  ex- 
press shipments.  When  we  advised  Greyhound  of  this  legal  advice,  we  were  told  that 
we  should  not  have  gone  to  the  Texas  Railroad  Commission. 

In  time,  the  South  Houston  terminal  became  one  of  the  three  excuses  that  Grey- 
hound used  to  backup  their  eviction  notice.  In  a  last  ditch  effort  to  save  our  com- 
pany and  avoid  eviction,  we  even  offered  to  close  the  South  Houston  terminal.  See 
Attachment  4,  Letter  to  Robert  R.  Duty  from  Robert  G.  Farris,  dated  September  3, 
1992.  That  did  not  appease  Greyhound. 

I  can  assure  this  Committee  that  I  would  never  have  agreed  to  close  the  South 
Houston  terminal  if  I  had  a  viable  alternative.  Simply  stated,  that  terminal  serves 
a  very  useful  public  purpose  by  providing  residents  of  South  Houston  with  conven- 
ient service.  In  recent  months,  we  have  received  letters  from  residents  who  live  near 
by  thanking  us  for  having  this  little  terminal  and  making  it  convenient  for  them 
to  travel  and  tender  express  shipments.  As  we  have  been  advised,  the  proximity  of 
this  station  to  many  small  businesses  located  in  South  Houston  saves  shippers  the 
courier  cost  of  sending,  or  the  inconvenience  of  taking,  the  express  shipments  down- 
town. 

The  above  example  illustrates  three  basic  points.  First,  if  the  Independents  are 
permitted  to  expand  their  services  and  respond  to  the  actual  needs  of  the  traveling 
public  without  fear  of  retaliation  from  Greyhound,  the  riders  will  come.  Second,  if 
the  Independents  are  permitted  to  expand  their  express  services  and  respond  to  the 
actual  needs  of  shippers  without  fear  of  retaliation,  the  express  shipments  will 
come.  Third,  why  is  it  that  Greyhound  cannot  accept  the  fact  that  steps  taken  by 
the  Independents  to  improve  bus  service  ultimately  serve  to  increase  Greyhound's 
revenues?  Instead  of  blaming  Valley  Transit  for  diverting  express  revenues  from 
Greyhound,  Greyhound  should  accept  the  fact  that  a  package  that  is  delivered  to 
Valley  Transit  and  later  tendered  to  Greyhound  is  a  package  that  was  not  diverted 
to  Federal  Express,  UPS  or  similar  firms.  However,  as  of  this  date,  Greyhound  re- 
fuses to  pay  Valley  Transit  for  any  shipment  that  Valley  Transit  originates  at  the 
South  Houston  terminal  and  thereafter  delivers  to  Greyhound  at  the  Main  Street 
terminal. 

I  would  also  note  at  this  juncture  that  the  GAO  Report  dated  June  1992  is  incor- 
rect when  it  states  "[w]hile  the  bus  industry's  competitors  all  provide  door-to-door 
service,  bus  firms  only  deliver  to  certain  customers  and  locations,  requiring  other 
customers  to  pick  up  their  packages  at  bus  stations."  Availability  of  Intercity  Bus 
Service  Continues  to  Decline,  at  18.  Valley  Transit  conducts  extensive  delivery  serv- 
ices to  its  customers.  We  recognize  that  we  are  in  a  service  industry  and  must  re- 
spond to  our  customers'  needs  or  else  face  the  loss  of  their  business  to  other  modes. 

Our  primary  problem  in  this  area  arises  from  the  fact  that  packages  are  not  deliv- 
ered to  Valley  Transit  at  the  Greyhound  terminals.  Instead,  Greyhound  personnel 
routinely  hold  express  for  the  later  Greyhound  bus.  As  a  result,  since  August  1987 
when  Greyhound  obtained  temporary  authority  to  operate  Trailways,  we  have  been 
faced  with  a  series  of  irate  customers  who  cannot  understand  why  our  service  has 
deteriorated  and  why  they  have  to  go  to  the  Greyhound  terminal  to  pick  up  their 
freight.  Moreover,  we  are  painfully  aware  that  we  have  lost  business  to  UPS  and 
others  as  a  result. 

In  the  final  analysis,  it  is  my  opinion  that  far  too  much  attention  has  been  paid 
to  Greyhound  and  its  problems,  many  of  which  are  of  Greyhound's  own  making.  It 
is  time  that  the  Commission  focus  on  the  needs  of  the  traveling  public  and  on  the 
smaller  bus  companies  which,  in  many  instances,  are  the  carriers  actually  providing 
service  to  the  rural  areas  and  feeding  traffic  into  the  national  system.  If  proper 
steps  were  taken  to  ensure  that  these  smaller  carriers  were  provided  with  a  slightly 
level  playing  field,  the  public  interest  would  be  well  served.  Furthermore,  Grey- 
hound itself  would  benefit  from  cooperating  with  the  Independents. 
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I  encourage  the  Committee  to  accept  Commissioner  Philbin's  invitation 4  and  con- 
firm the  ICC's  decision  to  investigate  the  concerns  that  have  been  raised  concerning 
the  recent  anticompetitive  activities  undertaken  by  Greyhound,  many  of  which  are 
highlighted  in  the  Commission's  Notice  of  its  investigation  into  the  Adequacy  of 
Intercity  Motor  Common  Carrier  Passenger  Service.  It  is  my  opinion  that  if  the 
Commission  thoroughly  investigates  Greyhound's  activities,  it  will  quickly  realize 
that  Greyhound's  activities  are  having  an  extremely  detrimental  impact  on  the  trav- 
eling public  and  on  the  smaller  bus  companies.  It  is  hoped  that  this  investigation 
will  be  thorough  and  will  place  witnesses  on  the  stand  so  that  they  can  be  cross 
examined.  Too  often,  the  Commission  has  recently  failed  to  get  to  the  real  problem, 
choosing  instead  to  accept  Greyhound's  superficial  explanations  without  regard  to 
the  other  side  of  the  argument.  Indeed,  if  the  Commission  were  to  do  so,  it  might 
discover  that  where  there  is  smoke,  there  is  fire. 

The  Commission  should  also  be  alert  to  the  fact  that  there  are  other  means  at 
Greyhound's  disposal  which  can  be  used  to  harm  the  smaller  bus  companies.  A 
prime  example  is  a  tariff  which  does  not  provide  for  participation  by  other  bus  com- 
panies. These  tariffs  are  extremely  harmful  because  they  effectively  prevent  Valley 
Transit  from  participating  in  the  movement  or  even  competing  with  a  reduced  tariff 
fare  of  its  own.  To  illustrate,  if  Greyhound  publishes  a  "Greyhound  only"  tariff  with 
a  $99  fare  from  Brownsville  to  Chicago,  it  does  not  matter  that  Valley  Transit  can 
also  publish  a  similar  discounted  rate.  The  reason  is  that  Greyhound  will  not  accept 
Valley  Transit's  discount  ticket  at  Houston  or  San  Antonio,  even  though  it  is  for  the 
same  amount  as  the  "Greyhound  only"  ticket.  As  a  result,  Valley  Transit  has  no 
choice  but  to  offer  the  traveler  the  standard  $149  discount  fare.  Obviously,  a  poten- 
tial passenger  will  not  travel  on  Valley  Transit. 

In  addition,  I  will  also  note  that  Valley  Transit  is  holding  nearly  $40,000  of  tick- 
ets issued  by  Greyhound  which  it  has  honored  in  order  to  provide  passengers  with 
the  convenient  service  they  deserve.  However,  because  these  tickets  were  issued 
pursuant  to  "promotional"  tariffs,  Greyhound  refuses  to  reimburse  Valley  Transit  for 
the  service  that  it  provided.  This  is  nonsensical.  If  Valley  Transit  refuses  to  honor 
a  Greyhound  ticket  and  forces  the  passenger  to  buy  another  ticket  in  order  to  board 
the  Valley  Transit  bus,  the  passenger  is  likely  to  become  very  angry,  especially  if 
the  passenger  does  not  have  the  financial  means  to  pay  for  the  trip  a  second  time 
and  is  forced  to  wait  overnight  for  the  next  Greyhound  bus.  Plainly,  this  may  cause 
the  passenger  to  avoid  riding  the  bus  again. 

I  would  also  like  to  acquaint  the  Committee  with  one  example  of  the  harm  to  the 
traveling  public  that  has  resulted  due  to  Greyhound's  withdrawal  from  Russell's 
Guide.  In  early  February,  Valley  Transit  received  a  letter  from  a  passenger  who 
complained  that  she  had  been  forced  to  spend  fifteen  hours  in  Dallas  on  a  trip  from 
Brownsville  to  Aberdeen,  South  Dakota.  When  we  investigated,  we  discovered  that 
Valley  Transit's  ticket  agent  had  relied  on  the  December  1992  Russell's  Guide,  as 
we  had  been  directed  to  do  so  by  Greyhound.  While  Greyhound  had  assured  us  that 
no  schedule  changes  had  been  made,  that  proved  not  to  be  true.  At  11:59  p.m.  on 
the  13th  of  January,  Greyhound  eliminated  the  connecting  schedule  from  Dallas  to 
Tulsa  without  notice  to  us.  As  a  result,  when  Mrs.  Lawrence  and  her  one-and-a-half 
year  old  daughter  arrived  in  Dallas  on  January  17,  1993,  she  was  unconscionably 
delayed.  I  submit  that  this  scenario  involving  innocent  passengers  will  be  repeated 
on  numerous  occasions  if  Greyhound  is  allowed  to  withdraw  from  a  single  bus  guide 
that  reflects  all  bus  schedules,  or  if  it  is  permitted  to  publish  its  own  guide  that 
does  not  include  all  connections,  as  well  as  the  services  of  competing  bus  companies. 
Moreover,  I  am  fearful  that  if  Greyhound  is  permitted  to  wrest  control  of  the  guide 
from  an  impartial  publisher,  it  will  abuse  its  control  of  the  publication  contrary  to 
the  public  interest. 

The  ICC  should  also  accept  the  fact  that  "Greyhound"  cannot  be  equated  with  the 
"bus  industry."  While  it  is  the  dominant  carrier,  it  is  not  the  only  carrier.  Further- 
more, what  is  good  for  Greyhound  is  not  necessarily  good  for  either  the  remaining 
members  of  the  bus  industry  or  the  traveling  public. 

Last,  the  Commission  should  look  beyond  Greyhound's  repeated  comment  that  it 
is  competing  with  the  airlines,  Amtrak  and  private  passenger  cars,  and  should  rec- 
ognize that  there  is  competition  within  the  bus  industry  itself.  Unfortunately,  that 
competition  is  controlled  by  one  carrier  which  is  in  the  position,  given  it  by  the  ICC, 
to  determine  which  of  its  competitors  will  survive.  Simply  stated,  few  bus  companies 
can  afford  to  bring  an  antitrust  case  to  protect  their  rights.  More  often  than  not, 


"See,  ICC  Docket  No.  Ex  Parte  No.  MC-95  (Sub-No.  8),  Adequacy  of  Intercity  Motor  Common 
Carrier  Passenger  Service,  Notice,  dated  March  5,  1993,  Commissioner  Philbin  dissent,  Slip  Op. 
at  5. 
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they  are  forced  to  pull  back  their  services  and  even  discontinue  operations  even 
though  they  were  providing  a  needed  public  service. 

If  necessary,  the  Commission  should  be  directed  to  reopen  the  Greyhound  merger 
case  and  determine  whether  it  would  be  in  the  public  interest  to  require  the  divesti- 
ture of  terminals  or  the  creation  of  neutral  operators  who  would  be  responsible  to 
all  tenant  carriers.  It  is  simply  unrealistic  to  assume  that  one  can  conduct  arms' 
length  negotiations  with  a  monopolist  or  even  compete  when  one  is  dependent  upon 
the  monopolist  for  terminal  space  to  interline  both  with  the  monopolist  and  other 
carriers.  In  the  end,  this  Committee  and  the  Commission  should  be  aware  that  the 
increased  rents  and  docking  fees  will  be  harmful  to  the  public  interest.  Where  pos- 
sible, those  higher  costs  will  be  passed  on  to  the  traveling  public  which,  in  all  likeli- 
hood, will  not  be  able  easily  to  afford  the  increases.  In  most  instances,  however,  the 
increase  will  be  exacted  from  the  tenant  as  it  will  have  no  way  to  take  a  fare  in- 
crease, while  simultaneously  meeting  the  spate  of  discount  rates  which  the  addi- 
tional, monopoly  rents  have  allowed  Greyhound  to  institute.  In  other  words,  the 
Independents  are  subsidizing  Greyhound's  discount  fares. 

At  a  minimum,  the  ICC  should  be  made  aware  that  it  is  not  dealing  with  the 
same  individuals  who  made  certain  "commitments"  that  Greyhound  would  behave 
if  the  Commission  were  to  approve  the  merger  without  protective  conditions.  Those 
individuals  are  gone! 

Based  on  my  thirty-nine  years  of  operating  a  bus  line  in  a  predominantly  rural 
area,  I  am  fearful  that  regular-route  service  will  continue  to  decline  if  the  ICC  does 
not  curb  Greyhound's  monopolistic  excesses.  The  ICC's  myopic  preoccupation  with 
Greyhound's  fiscal  stability  has  caused  it  to  lose  sight  of  the  public  harm  and  loss 
of  service  caused  by  the  ICC's  tacit  approval  of  Greyhound's  anticompetitive  activi- 
ties. I  am  fearful  that  other  bus  companies  will  be  forced  to  cease  regular-route  op- 
erations before  the  ICC  will  finally  realize  that  it  has  utterly  failed  in  its  respon- 
sibilities to  the  traveling  public.  As  these  companies  cease  operating,  more  and  more 
towns  and  villages  will  be  left  without  service,  thereby  further  isolating  the  poorer 
members  of  those  communities. 


ATTACHMENT  1 — TOWNS  SERVED  BY  VALLEY  TRANSIT  COMPANY  BUT  NOT  BY 

GREYHOUND 


Mathis,  TX 
Premont,  TX 
Linn,  TX 
Alamo,  TX 
Donna,  TX 
Mercedes,  TX 
La  Feria,  TX 
Olmito,  TX 
Los  Fresnos,  TX 
Port  Isabel,  TX 
South  Padre  Island,  TX 
San  Ygnacio,  TX 
Garciasville,  TX 
Sullivan  City,  TX 
Alto  Bonito,  TX 
La  Joya,  TX 


Hidalgo,  TX 
Reynosa,  Tamp,  MX 
Las  Milpas,  TX 
Port  Brownsville,  TX 
Richmond,  TX 
Rosenburg,  TX 
Edna,  TX 
Goliad,  TX 
Sinton,  TX 
TaR,  TX 
Alvin.TX 
Angleton,  TX 
Free  port,  TX 
Clute,  TX 

West  Columbia,  TX 
Bay  City.TX 


Palacios,  TX 
Port  Lavaca,  TX 
Tivoli,  TX 
Rockport,  TX 
Aransas  Pass,  TX 
Robstown,  TX 
Bishop,  TX 
Riviera,  TX 
Sarita,  TX 
San  Diego,  TX 
Benavides,  TX 
Hebbronville,  TX 
Bruni,  TX 
Oilton,  TX 


ATTACHMENT  2— TOWNS  SERVED  BY  VALLEY  TRANSIT  COMPANY  AND  GREYHOUND  LINES 


San  Antonio,  TX 
Pleasanton,  TX 
Three  Rivers,  TX 
George  West,  TX 
Alice,  TX 
Falfurrias,  TX 
San  Manuel,  TX 
Edinburg,  TX 
McAllen,  TX 
Pharr,  TX 


Weslaco,  TX 
Harlingen,  TX 
San  Benito,  TX 
Brownsville,  TX 
Laredo,  TX 
Zapata,  TX 
Roma,  TX 

Rio  Grande  City.TX 
Mission,  TX 
Houston,  TX 


Stafford,  TX 
Wharton,  TX 
El  Campo,  TX 
Victoria,  TX 
Refugio,  TX 
Corpus  Christi,  TX 
Kingsville,  TX 
Raymondville,  TX 
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-ALPHABETICAL  LISTING  OF  POINTS  SERVED  BY  VALLEY  TRANSIT 
COMPANY,  INC.  IN  SCHEDULED  DAILY  SERVICE 


City 


Populaion 


No.  of  busi- 
nesses 


aty 


Population 


No.  of  busi- 
nesses 


Alamo  

Alico  

Alto  Bonito  

Benavides  

Bishop  

Brownsville  

Bruni 

Corpus  Chrtsti 

Donna  

Edinburg 

Edna 

El  Campo  

Falfurrias  

Garciasville 

George  West  . 

Goliad 

Harlingen 

Hebbronville  ... 

Hidalgo  

Houston  

Kingsville  

La  Feria 

La  Joya  

Laredo  

Los  Fresnos  ... 

Lytord  

Mathis 

McAllen  

Mercedes  


8,257 

22,273 

70 

2,005 

3,879 

94,677 

698 

258,067 

11,386 

30,031 
5,771 

10.690 

6,555 

104 

2,795 

2,089 

51 ,863 

4,050 

2,728 

,705,697 

29,949 
4,016 
3.019 

108,676 
2,675 
1,747 
5,910 

77,062 

13,267 


98 
623 


14 

32 

1,254 

12 

4,559 

89 

374 

126 

336 

67 

3 

67 

42 

857 

51 

91 

42,916 

280 

41 

10 

1,445 

42 

18 

75 

1,496 

93 


Mission 

Odem  

Oilton 

Olmito 

Pharr  

Pteasanton  

Port  Isabel 

Premont 

Raymond vilte  .... 

Refugio 

Richmond  

Rio  Grande  City 

Riviera  

Robstown  

Roma 

Rosenberg 

San  Antonio  

San  Benito  

San  Diego 

San  Juan  

San  Ygnacio  .... 

Sinton  

S  Padre  Island 
Three  Rivers  .... 

Victoria  

Weslaco  

Wharton 

Zapata 


28,618 

2,770 

458 

200 

24,151 
7,095 
4,243 
3,149 

10,082 
3,707 

15,927 

5,720 

550 

13,325 
3,955 

19,526 
842,779 

20,695 
5,695 
9,318 
895 
6,382 
1,012 
2,177 

55,113 

22,683 
9,443 
3,500 


276 
36 


11 
286 
142 
120 

44 
103 

99 
187 

98 

21 
188 

44 

380 

13,466 

190 

33 

77 
3 

90 
111 

47 

1,312 

263 

206 

80 


Source:  Information  compiled  from  1990  Texas  Almanac. 


attachment  4— letter  from  robert  g.  farris,  president,  valley  transit  co. 

September  3,  1992. 

Mr.  Robert  R.  Duty, 

Senior    Vice-President,    Customer    Operations,    Greyhound    Lines.    Inc.,    P.O.    Box 
660362,  Dallas,  TX     75266-0362 

Dear  Mr.  DUTY:  When  we  met  in  your  office  Tuesday,  September  1,  you  asked 
me  to  write  you  a  letter  specifying  how  our  company  would  solve  the  problems  Jim 
Smith  had  reported  to  you  that  resulted  in  your  letters  of  August  21,  1992  notifying 
Valley  Transit  Company  that  Greyhound  was  terminating  Valley  Transit's  use  of 
the  Houston,  Corpus  Christi,  and  San  Antonio  Greyhound  terminals  effective 
11:59PM  September  30,  1992. 

After  meetings  with  Jim  Smith  and  Ted  Burke  and  later  Mr.  Smith  and  you,  it 
appears  that  the  problems  are  three  as  follow: 

1.  Solicitation  of  Greyhound  passengers  by  VTC  drivers  in  the  Corpus  Christi  ter- 
minal as  evidenced  by  1400  Greyhound  printed  tickets  in  the  June  VTC  reclaim. 

2.  Greyhound  running  dog  signs  on  VTC  stations. 

3.  Express  packages  Deing  delivered  or  picked  up  at  our  South  Houston,  Texas 
terminai.IllWe  discovered  your  concern  about  solicitation  in  your  office  because  we 
had  left  for  our  Dallas  meeting  before  your  letters  arrived  and  Jim  Smith  read  us 
his  copies.  He  explained  the  problem  was  in  Corpus  Christi  and  showed  us  1400 
Greyhound  tickets  in  our  June  reclaim.  We  advised  him  then  we  thought  the  1400 
tickets  were  the  result  of  the  Corpus  Christi  ticket  agent  leaving  the  machine  set 
for  Greyhound  and  just  punching  them  out  because  it  was  easier  to  do.  Jim  Smith 
did  not  agree  and  said  it  was  because  of  our  driver's  soliciting.  When  we  met  Tues- 
day, we  had  had  an  opportunity  to  check  some  records  and  we  brought  you  a  copy 
of  Greyhound  Invoice  number  073468  which  is  the  July  1992  billing  for  station  cost 
for  the  month  of  June.  This  billing  year-to-date  shows  that  although  VTC  had  3620 
departures  from  Corpus  Christi  or  60.3  percent  and  Greyhound  had  2383  departures 
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or  39.7  percent,  Greyhound  had  $1,026,436  revenue  or  82.5  percent  and  VTC  had 
$217,689  revenue  or  17.5  percent.  We  continue  to  believe  these  figures  support  the 
true  situation  and  that  we  are  not  diverting  passengers  by  solicitation.  Neverthe- 
less, we  gave  you  a  copy  of  the  bulletin  advising  our  drivers  there  is  to  be  no  solici- 
tation and  advised  you  that  we  will  meet  with  your  people  on  a  regular  basis  to 
insure  that  there  are  no  solicitation  problems. 

The  matter  of  the  running  dog  signs  on  our  stations  has  been  addressed  before 
as  per  the  letters  to  and  from  Dan  Frieden  in  December  1989  and  January  1990. 
We  also  furnished  Mr.  Smith  a  copy  of  the  Greyhound  sign  lease  whereby  Grey- 
hound retained  ownership  of  the  signs  and  the  right  to  remove  them.  In  going 
through  our  files  we  have  found  that  we  also  had  had  previous  communications  with 
Mr.  Smith  concerning  the  signs  as  evidenced  by  his  letter  of  October  2,  1991  and 
my  letter  in  answer  of  October  7,  1991,  copies  of  which  are  enclosed. 

Because  we  desire  to  get  this  sign  problem  behind  us  we  will  remove,  repaint  and 
replace  the  signs  so  that  no  dog  or  wavering  white  line  appears  that  could  be  mis- 
taken for  your  shield.  We  have  started  this  task  and  will  complete  it  as  fast  as  hu- 
manly possible. 

The  fast  matter  is  the  express  packages  being  delivered  or  picked-up  in  our  South 
Houston,  Texas  terminal.  We  showed  you  that  that  terminal  was  opened  on  May 
20,  1992  well  before  any  of  us  knew  of  your  change  of  the  P.  and  D.  people  in  Hous- 
ton which  occurred  approximately  August  1,  1992.  We  also  advised  you  that  the 
Railroad  Commission  has  confirmed  that  we  may  not  refuse  service  to  any  Texas 
citizen  or  discriminate  among  them.  Nevertheless,  in  order  to  allow  us  to  remain 
in  the  terminals,  we  will  close  the  South  Houston  terminal. 

Our  understanding  is  that  by  solving  the  above  three  problems  we  will  remove 
the  reasons  you  terminated  the  bus  Terminal  Licenses  in  San  Antonio,  Houston  and 
Corpus  Christi  and  that  you  will  reconsider  and  allow  us  to  remain  in  the  terminals. 
You  stated  you  could  give  me  an  answer  by  Tuesday,  September  8  of  your  decision. 

Thank  you  very  much  for  allowing  us  to  meet  with  you  Tuesday  to  explain  our 
side  of  the  complaints  you  had  and  to  tell  you  what  we  will  do  to  obtain  your  satis- 
faction. 

Sincerely, 

Robert  G.  Farris, 

President. 

Senator  Exon.  Mr.  Farris,  thank  you  very  much. 
I  am  now  pleased  to  call  on  Mr.  Frank  J.  Schmieder,  the  presi- 
dent and  chief  executive  officer  of  Greyhound  Lines. 
Welcome  to  you,  Mr.  Schmieder. 

STATEMENT  OF  FRANK  J.  SCHMIEDER,  PRESIDENT  AND  CEO, 

GREYHOUND  LINES,  INC. 

Mr.  Schmieder.  Thank  you,  Mr.  Chairman. 
I  would  like  to  begin  by  reading  a  letter. 

Dear  Greyhound, 

I  received  a  call  today  from  your  customer  service  representative  in  Tulsa.  She 
informed  me  my  83-year-old  father-in-law  was  in  your  terminal,  confused  and  dis- 
oriented. He  had  lost  his  ticket.  She  said  they  were  sending  him  back  home. 

One  of  your  drivers  told  me  that  Dad  had  $2,800  with  him  and  was  dropping 
money  everywhere.  Your  driver  placed  the  money  in  a  sealed  envelope,  and  passed 
it  on  to  four  other  drivers  along  the  route.  The  next  day,  my  husband  met  the  bus 
in  Baltimore,  and  collected  his  father  and  the  money. 

Many  thanks  for  the  all  the  wonderful  people  at  Greyhound. 

Sincerely, 

Mary  Ann  Crosby,  Ellicott  City,  Maryland. 

While  Mr.  Crosby's  1,300-mile  odyssey  is  not  a  common  occur- 
rence, it  is  typical  of  the  kind  of  service  that  Greyhound  and  other 
carriers  provide  our  customers  everyday. 

Mr.  Chairman,  I  want  to  thank  you  and  the  other  members  of 
the  subcommittee  for  having  an  opportunity  to  testify  on  the  state 
of  Greyhound  and  the  industry.  I  will  talk  to  you  about  three 
things  today:  Where  we  were;  where  we  are  today;  and  where  I 
think  we  are  going. 
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Beginning  in  the  seventies  and  in  the  1980's,  Greyhound  and  the 
industry  were  in  a  vicious  downward  spiral.  We  called  it  the  "doom 
loop."  The  industry  continued  to  increase  costs,  which  led  to  in- 
creased ticket  prices.  Decreases  in  service  and  disinvestment  to  re- 
duce costs  led  to  a  loss  of  ridership.  In  short,  the  bus  industry  was 
dying. 

Greyhound's  situation  was  complicated  by  a  serious  strike  which 
led  us  into  bankruptcy.  Greyhound  had  to  reduce  its  costs  to  sur- 
vive. Greyhound  had  to  break  that  doom  loop. 

We  focused  on  our  core  business,  the  intercity  schedules.  We 
eliminated  our  lucrative  charter  business,  $92  million  a  year, 
which  was  picked  up  by  other  bus  companies.  We  restructured  our 
core  business.  We  eliminated  many  layers  of  management  ineffi- 
ciency. 

Where  insufficient  demand  existed,  we  concentrated  on  only 
cities  where  people  wanted  to  go.  Nonetheless,  today  Greyhound  is 
the  rural  carrier.  Eighty  percent  of  the  points  served  by  Greyhound 
are  rural  communities. 

We  worked  hard  to  bring  back  our  customers,  not  only  for  Grey- 
hound but  for  the  industry,  lowering  prices  and  improving  cus- 
tomer service.  Greyhound  survived  the  strike  and  the  bankruptcy. 
We  emerged  in  the  fall  of  1991  a  stronger  company,  and  positioned 
for  success. 

I  am  happy  to  announce  to  you  that  we  earned  a  profit  in  1992. 

Well,  where  are  we  today? 

First,  we  are  smaller.  Today,  we  represent  about  65  percent  of 
the  market.  When  we  went  into  bankruptcy,  we  represented  80 
percent  of  the  market.  We  are  leaner.  We  are  more  focused.  We  are 
more  efficient.  And  the  rest  of  the  carriers  are  stronger. 

As  an  industry  leader,  we  have  invested  substantial  amounts  in 
technology,  breaking  new  ground  for  the  industry.  We  recently  in- 
stalled the  VORAD  anticollision  radar  device,  the  first  of  its  type 
to  be  installed  by  any  commercial  fleet  operator  in  the  United 
States. 

We  completed  development  of  a  computerized  fleet  management 
system  which  allows  Greyhound  and,  eventually,  other  carriers  to 
operate  their  business  much  more  efficiently. 

We  are  committed  to  customer  service.  Recently,  we  instituted 
the  See  America  fare,  which  allows  passengers  to  travel  for  as  little 
as  5  cents  a  mile.  We  purchased  200  new  busses  in  the  past  year 
for  the  purpose  of  improving  customer  service  and  comfort.  We 
have  built  new  terminals  which  benefits  our  customers  and  the 
other  carriers. 

Well,  where  are  we  going? 

We  are  definitely  committed  to  customer  service  and  meeting  the 
needs  of  our  customers,  primarily  the  young,  the  old,  and  the  eco- 
nomically disadvantaged.  We  are  dedicated  to  rebuilding  Grey- 
hound and  the  bus  industry.  We  must  continue  to  reduce  costs  in 
order  to  lower  ticket  prices  and  attract  new  riders. 

Our  goal  is  to  reduce  prices  another  12  percent.  We  are  making 
bus  travel  more  accessible.  Through  our  new  reservation  system, 
which  is  only  being  tested  right  now  in  five  locations,  we  believe 
that  we  will  have  the  opportunity  to  revolutionize  the  way  the  bus 
industry  operates,  not  only  for  Greyhound  but  for  others. 
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We  are  developing  a  user-friendly  bus  guide.  We  plan  to  invest 
another  $300  million  in  equipment  over  the  next  5  years.  And  we 
are  developing  low-cost  alternatives  to  traditional  terminals. 

But  we  need  your  help  if  we  are  to  achieve  this  vision.  First  of 
all,  we  need  to  preserve  the  fuel  tax  exemption  which  accounts  for 
two-thirds  of  all  the  operating  profits  for  the  industry.  We  need 
help  in  the  area  of  technology.  We  need  a  more  fuel-efficient,  en- 
ergy-efficient bus.  We  need  a  workable  design  for  a  wheelchair  lift. 
Also,  we  need  to  have  a  level  playing  field. 

For  example,  we  need  for  you  to  review  Amtrak  subsidies  to  op- 
erate competing  bus  networks  in  California.  And  the  bus  industry 
needs  to  be  considered  in  any  new  policies  and  programs,  such  as 
18(i)  and  ISTEA. 

Finally,  I  would  like  to  say  a  strong  Greyhound  is  needed  for  a 
strong  bus  industry.  And  America  needs  a  strong  bus  industry,  not 
only  for  Mr.  Crosby,  but  for  the  30  million  Americans  we  transport 
today. 

Thank  you. 

[The  prepared  statement  of  Mr.  Schmieder  follows:] 

Prepared  Statement  of  Frank  J.  Schmieder 

I  appreciate  the  opportunity  to  be  here  today  to  talk  about  Greyhound  and  the 
intercity  bus  industry  and  the  vital  service  that  we  provide.  The  timing  of  this  hear- 
ing is  particularly  good  because  both  the  new  Administration  and  Congress  are  in 
the  process  of  rethinking  our  Nation's  federal  transportation  support  policies.  Even 
though  intercity  buses  provide  energy  efficient  and  environmentally  beneficial  trans- 
portation service  to  those  that  truly  need  public  transportation — low  income  and 
rural  Americans — they  have  been  largely  ignored  by  federal  transportation  support 
policies,  which  have  been  tilted  strongly  in  favor  of  competing  modes.  I  hope  that 
with  your  leadership,  Mr.  Chairman,  this  hearing  will  mark  the  start  of  the  develop- 
ment of  a  new  federal  transportation  policy  that  will  encourage,  rather  than  discour- 
age, intercity  bus  service. 

In  order  to  understand  what  needs  to  be  done,  it  is  important  first  to  understand 
where  we  are  today.  In  the  last  3  years,  Greyhound  and  the  intercity  bus  industry 
have  survived  the  worst  crisis  in  their  history  and  are  continuing  to  provide  vital 
public  service  for  low  income  and  rural  Americans.  But  for  the  system  to  reach  its 
full  potential,  federal  government  transportation  support  policies  must  be  adjusted 
to  provide  fairness  for  the  bus  industry,  and  Greyhound  and  all  other  bus  companies 
must  be  able  to  manage  their  business  intelligently  without  undue  government  in- 
terference so  that  they  can  compete  against  their  essentially  unregulated  intermodal 
competitors. 

GREYHOUND  HAS  SURVIVED  AND  RENEWED  ITS  COMMITMENT  TO  REGULAR  ROUTE  BUS 

SERVICE 

Throughout  the  1970's  and  80's  Greyhound  was  in  a  state  of  decline  and  decay 
with  its  parent  company  openly  declaring  its  intent  to  "disinvest"  from  the  bus  busi- 
ness. The  company  clearly  had  entered  what  we  call  the  "Doom  Loop"  whereby  fail- 
ure to  invest  funds  to  improve  customer  service  leads  to  customers  continuing  to  de- 
fect, which  causes  prices  to  remaining  customers  to  be  raised,  which  produces  fur- 
ther customer  loss,  which  produces  market  share  and  revenue  loss,  which  leads  back 
to  the  company  disinvesting  even  faster  from  this  money  losing  business.  Table  1 
illustrates  the  Doom  Loop. 
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In  1987,  when  new  management  purchased  Greyhound  and  subsequently  the  fail- 
ing company,  Trailways,  it  started  the  process  of  revitalizing  and  modernizing  Grey- 
hound. While  there  were  positive  events  which  took  place  at  Greyhound  from  1987 
to  early  1990,  Greyhound  continued  to  operate  at  the  breakeven  point.  Costs  re- 
mained high  in  all  areas  of  the  business,  the  operations  were  not  conducted  as  effi- 
ciently as  possible  and  too  many  non-productive  miles  were  operated.  Nevertheless, 
management  was  confident  that  it  could  make  Greyhound  profitable. 

In  March  1990,  the  positive  strides  which  were  taking  place  at  Greyhound  were 
interrupted  by  a  massive  and  successful  strike  by  Greyhound's  drivers  union  which 
led  to  Greyhound's  Chapter  11  bankruptcy  filing  in  June  1990. 

Had  Greyhound  not  begun  to  downsize  its  operations  and  improve  operating  effi- 
ciencies in  bankruptcy,  it  is  unlikely  that  Greyhound  would  have  survived.  In  1990, 
Greyhound  incurred  losses  of  $175  million  on  total  revenue  of  $707  million.  When 
Greyhound  filed  its  Chapter  11  petition,  it  listed  pre  petition  liabilities  in  excess  of 
$400  million.  It  was  by  no  means  certain  that  a  successful  reorganization  could  take 
place  given  the  enormous  size  of  Greyhound's  debt. 

Greyhound  faced  this  reorganization  challenge  by  electing  to  concentrate  on  its 
core  business  of  scheduled  intercity  service.  It  shed  tangential  businesses  such  as 
bus  leasing,  contract  transit  operations,  and  bus  manufacturing.  It  substantially 
downsized  its  charter  operations,  with  charter  revenue  declining  over  90  percent 
from  $90.4  million  in  1989  to  $6.3  million  in  1992.  Although  this  created  a  bonanza 
of  new  business  for  many  regional  bus  companies,  we  concluded  that  it  was  an  es- 
sential part  of  the  Greyhound  restructuring  plan. 

We  also  cut  costs  dramatically.  Fleet  size  was  more  than  cut  in  half  from  4000 
buses  in  1989  to  1900  in  1992  (Table  2).  Management  personnel  were  reduced  45 
percent  (Table  3).  The  overall  number  of  Greyhound  Lines  employees  was  cut  from 
13,032  in  1989  to  7200  in  1992  (Table  4).  We  reduced  the  size  of  our  system  signifi- 
cantly with  regular  service  miles  falling  from  332  million  in  1989  to  242  m7illion 
in  1992  (Table  5)  and  the  number  of  points  served  by  Greyhound  declining  from 
4000  in  1989  to  2600  today  (Table  6). 
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At  the  same  time,  we  started  developing  new  iVitems  that  enable  management 
to  accurately  gauge  operations  on  close  to  a  Ureal  timed  basis  thereby  permitting 
Greyhound  to  operate  more  efficiently  and  profitably.  Bankruptcy  also  enabled  us 
to  get  rid  of  unprofitable  properties  and  leases  and  renegotiate  others. 

The  result  ofthese  dramatic  changes  was  a  successful  reorganization.  On  October 
31,  1991,  approximately  18  months  after  seeking  bankruptcy  protection,  Greyhound 
emerged  as  a  reorganized,  publicly  traded  and  owned  corporation. 

Despite  the  massive  cost  cutting  and  downsizing,  Greyhound  remains  by  far  the 
largest  provider  of  rural  bus  service.  Table  7  is  a  state  by  state  breakdown  of  Grey- 
hound service  to  nonurbanized  areas  (defined  by  the  Federal  Transit  Administration 
as  communities  with  less  than  50,000  population).  Had  Greyhound  not  been  success- 
fully reorganized,  massive  amounts  of  bus  service  in  the  united  States  would  prob- 
ably have  been  lost.  Greyhound  is  the  exclusive  operator  at  most  of  the  points  it 
serves  and  it  is  not  clear  that  any  carrier  would  have  emerged  to  take  over  that 
service.  Fortunately,  Greyhound  succeeded  in  its  reorganization  and  has  emerged  as 
a  smaller  and  more  efficient  company  that  is  more  capable  of  continuing  to  provide 
bus  service  profitably  than  the  dinosaur  of  the  80's. 

TABLE  7.— Nonurbanized 1  Cities  Served  by  Greyhound 


State 


Alabama  

Arizona  

Arkansas 

California  

Colorado 

Connecticut  .... 

Delaware  

Florida 

Georgia 

Idaho 

IHinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 


No.  of  dies 


89 
41 
49 
235 
49 

1 

7 
103 
71 
28 
43 
30 
27 
38 
41 
66 

8 
14 

6 
78 
86 


State 


Nebraska 

Nevada 

New  Hampshire 

New  Jersey  

New  Mexico  

New  York  

North  Carolina  . 
North  Dakota  ... 

Ohio 

Oklahoma 

Oregon  

Pennsylvania  ... 
South  Carolina 
South  Dakota  .. 

Tennessee 

Texas  

Utah 

Vermont 

Virginia  

Washington  

West  Virginia  ... 


No.  of  cites 


29 
18 

6 

13 
22 
48 
72 
19 
42 
47 
89 
80 
48 

3 

47 

208 

27 

8 
62 
58 
11 
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TABLE  7.— No n urbanized 1  Cities  Served  by  Greyhound— Continued 


State 

No.  of  a*e6 

State 

No.  of  cities 

Mississippi  

84 

55 

31 

Wisconsin 

71 
9 

Total 

2,317 

1  Population  of  less  than  50.000 

greyhound's  vision  for  the  future— high  quality  customer  service  and  low 

ticket  prices 

It  is  Greyhound's  vision  to  be  a  world-class  customer  service  company.  Every  ac- 
tion Greyhound  takes  is  designed  to  improve  the  customer  service  we  provide  our 
passengers.  Our  actions  are  also  intended  to  further  trim  costs  so  that  we  can  con- 
tinue to  reduce  ticket  prices  and  improve  customer  service  amenities. 

Since  emergence  from  Chapter  11  Greyhound  has  invested  millions  in  programs 
to  accomplish  these  objectives.  We  have  made  major  investments  in  information 
technology  to  streamline  and  modernize  our  schedule  preparation  and  publication 
and  to  start  the  creation  of  a  reservations  system.  We  have  brought  on  stream  a 
high  technology  safety  program,  which  involves  the  first  commercial  fleet  installa- 
tion of  radar  units  to  detect  vehicles  and  objects  that  are  too  close;  and  we  have 
redesigned  the  basic  lGreyhoundll  bus  to  make  it  more  efficient  and  less  costly. 

At  the  same  time,  we  have  worked  hard  at  continuing  to  reduce  ticket  costs  for 
our  customers.  In  1992,  we  reduced  our  average  ticket  price  5  percent  to  $35.95 
from  the  1991  average  of  $37.79.  We  have  also  offered  numerous  price  promotions 
such  as  our  current  See  America"  fares  which  enable  passengers  to  travel  around 
the  country  for  as  little  as  5  cents  per  mile. 

Greyhound  must  widen  the  price  differential  between  its  ticket  prices  and  those 
of  airlines.  Over  the  past  15  years,  the  cost  of  air  travel  has  come  down,  while  bus 
travel  cost  has  risen.  Table  8  shows  how  the  spread  between  airline  and  bus  fares 
per  passenger  mile  have  closed,  leaving  bus  traveler!  highly  susceptible  to  diversion 
to  airlines. 

PASSENGER  TRANSPORTATION— ALTERNATE  MODES  PRICE  EXPERIENCE  CURVES  (1965-91) 
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ACCUMULATED  EXPERIENCE 
■PASSENGER  MILES  TRAVELED  IN  BILLIONS) 


It  is  a  common  misconception  that  for  a  variety  of  reaaons,  bus  passengers  are 
lstuckl  with  the  bus  and  have  no  other  travel  option.  Over  77  percent  of  Grey- 
hound's passengers  have  used  air  at  least  once  and  39.5  percent  of  lastvear's  Grey- 
hound's passengers  took  at  least  one  air  trip  during  that  year  also.  The  suscepti- 
bility to  diversion  was  graphically  illustrated  last  summer  when  the  airline  fare 
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wars  resulted  in  a  decline  in  Greyhound's  summer  traffic  which  we  believe  cost 
Greyhound  as  much  as  $25  million. 

Because  of  our  critical  need  to  continue  to  lower  our  ticket  prices,  Greyhound  has 
further  streamlined  its  operations  to  achieve  maximum  cost  savings  consistent  with 
maintaining  good  customer  service.  We  have  done  this  because  we  firmly  believe 
that  the  only  way  that  the  intercity  bus  industry  can  survive  is  by  offering  lower 
prices  to  the  travelling  public.  By  lowering  costs,  we  create  pricing  flexibility,  and 
selective  price  decreases  coupled  with  service  enhancements  lead  to  improved  de- 
mand and  revenue,  which  produces  increased  cash  flow,  which  is  reinvested  to  meet 
prioritized  customer  needs,  which  increases  customer  retention  and  attraction. 

We  have  made  a  successful  start.  Greyhound  had  a  profit  of  $10.9  million  in  1992, 
and  we  are  beginning  to  see  a  turnaround  in  our  ridership  in  some  parts  of  the 
country.  However,  we  are  still  at  a  very  early  point  on  the  road  to  full  recovery. 

GREYHOUND  CANNOT  CONTINUE  TO  SUBSIDIZE  OTHER  BUS  COMPANIES 

Part  of  our  cost  savings  effort  necessarily  has  been  the  elimination  of  subsidies 
to  other  carriers.  Greyhound  management's  mandate  coming  out  of  Chapter  11  was 
to  operate  the  company's  assets  in  the  most  cost  effective  manner  and  in  a  way  that 
provides  a  commercially  reasonable  return  on  the  investment  in  those  assets.  Al- 
though this  should  not  be  shocking,  it  seems  to  have  caused  consternation  among 
some  regional  bus  companies. 

A  closer  look  at  the  history  of  the  industry  reveals  the  reason  for  this  concern. 
Historically  in  a  regulated  environment,  the  large  carriers  in  the  industry  had  pro- 
vided services  at  concessionary  rates  to  smaller  carriers.  This  cross  subsidy  among 
carriers  was  analogous  to  a  carrier's  cross-subsidizing  its  thin  rural  routes  with  its 
more  lucrative  urban  routes,  which  were  protected  by  regulation  from  competition. 
The  advent  of  unfettered  intermodal  and  intramodal  competition  brought  about  by 
airline  and  bus  deregulation  in  the  late  1970's  and  early  80's  spelled  the  end  of 
cross-subsidization,  both  with  regard  to  the  routes  of  an  individual  carrier  and  be- 
tween carriers. 

Just  as  with  its  internal  costs,  Greyhound  did  not  address  these  external  cost  is- 
sues during  either  its  disinvestment  phase  or  its  preoccupation  with  the  strike  and 
Chapter  11  filing. 

Moreover,  some  regional  carriers  may  have  misinterpreted  Greyhound's  state- 
ments to  them  when  it  acquired  the  failing  remnants  of  Trailways  Lines  in  1987. 
Greyhound's  stated  intent  to  treat  other  carriers  fairly  and  reasonably  may  have 
been  construed  by  some  as  a  promise  to  continue  the  cross-subsidies  of  the  past,  but 
Greyhound  never  promised,  nor  did  the  ICC  or  any  other  federal  agency  require, 
that  Greyhound  would  continue  to  subsidize  other  bus  companies  on  terminal  rents, 
marketing  programs,  publication  costs,  or  any  other  operating  cost.  Indeed,  in  light 
of  intervening  events,  continuation  of  such  cross-subsidies  would  have  been  suicidal 
for  Greyhound. 

Since  the  mid  1980's,  Greyhound's  intramodal  market  share  has  shrunk  signifi- 
cantly while  the  major  regional  carriers  have  grown.  In  1985,  the  combined  Grey- 
hound-Trailways  Lines  total  operating  revenue  market  share  among  large  Class  I 
carriers  was  89.9  percent  For  the  first  six  months  of  1992,  the  last  reporting  period 
available,  that  market  share  had  diminished  to  78.9  percent. 

The  major  reason  for  this  market  share  shift  among  the  larger  carriers  is  the 
emergence  of  a  new  network  of  regional  carriers  that  is  a  far  stronger  competitor 
today  than  the  old  Trailways  system  was  just  prior  to  Greyhound's  acquiring  the 
assets  of  the  system's  largest  member,  the  failing  company,  Trailways  Lines,  in 
1987. 

It  is  fair  to  say  that  these  competing  carriers,  many  of  whom  were  enriched  by 
Greyhound's  exit  from  the  charter  market,  anticipated  even  greater  market  share 
advances  as  Greyhound  either  got  out  of  the  bus  business  altogether  or  emerged 
from  Chapter  11  following  the  same  concessionary  pattern  of  the  past.  Their  re- 
sponse to  a  revitalized,  cost  conscious  Greyhound  has  been  to  file  a  flurry  of  com- 
plaints with  the  ICC  intended  to  force  Greyhound  to  continue  to  subsidize  them 
while  they  continue  to  build  market  share  at  Greyhound's  expense. 

We  believe  that  this  is  the  wrong  approach.  The  complaining  carriers  are  obvi- 
ously benefiting  from  the  current  competition,  and  that  should  continue.  More  im- 
portantly, all  bus  companies,  including  Greyhound,  are  very  small  players  in  the 
intermodal  marketplace.  As  Table  9  demonstrates,  the  entire  intercity  bus  industry 
makes  up  2  percent  of  the  passenger  travel  market.  The  real  issue  is  how  well  can 
intercity  buses,  be  they  Greyhound,  Trailways  or  Peter  Pan,  compete  in  that  inter- 
modal marketplace.  We  turn  now  to  an  analysis  of  that  most  critical  issue. 
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MARKET  SHARE  BY  MODS— 1991 
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Bus    2.1% 
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Airline    16.0% 


INTERCITY  BUS  SERVICE  SURVIVAL  DEPENDS  ON  FUNDAMENTAL  REASSESSMENT  OF 
FEDERAL  TRANSPORTATION  SUPPOBT  POLICIES. 

Greyhound  has  real  concerns  about  the  future  of  intercity  bus  service  in  the  inter- 
modal  marketplace  because  of  the  continuing  "tilt"  in  favor  of  other  modes  of  federal 
transportation  support  policies.  The  economic  consulting  firm,  Nathan  Associates, 
has  just  completed  a  February,  1993  update  of  its  detailed  1989  analysis  of  sub- 
sidies to  the  various  modes.  We  believe  this  to  be  the  only  comprehensive  compari- 
son of  federal  transportation  subsidies,  net  of  user  fees,  to  the  various  modes  of 
transportation.  The  results  from  an  intercity  bus  standpoint  are  discouraging,  to  say 
the  least. 

The  Nathan  Report  demonstrates  that  despite  the  fact  that  the  intercity  bus  in- 
dustry predominantly  carries  those  that  truly  need  public  transportation — rural  and 
low  income  Americans,  the  very  young  and  senior  citizens — it  has  historically  re- 
ceived by  far  the  least  amount  (.3  percent)  of  all  federal  subsidies.  See  Tables  10a 
and  10b  and  11.  This  subsidy  imbalance  is  even  more  dramatic  when  looked  at  on 
a  per  passenger  trip  basis.  As  Table  12  demonstrates,  federal  subsidies  range  from 
over  54  dollars  per  Amtrak  passenger  to  5  cents  per  bus  passenger.  If  Greyhound 
had  been  given  the  Amtrak  subsidies  over  the  last  20  years,  it  could  have  carried 
every  one  of  its  passengers  free  and  still  had  plenty  left  over  to  upgrade  terminals 
and  buy  new  equipment! 
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DEMOGRAPHIC  DISTRIBUTIONS  OF  INTERCITY  PASSENGER  MILES,  BY  TRANSPORTATION 

MODE,  1977  (PERCENT) 
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Federal  Subsidies  Per  Passenger  Trip, 
Net  ot  User  Fees,  to  Passenger  Transportation 
Systems  and  Modes,  1960-1991 


FEDERAL  TRANSPORTATION  POLICY  SUPPORTING  RURAL  BUS  SERVICE  SHOULD  BE 

STRENGTHENED 

Nowhere  is  the  subsidy  imbalance  more  evident  than  in  the  area  of  rural  bus 
service.  Greyhound  shares  this  subcommittee's  concern  about  the  continuing  decline 
in  rural  bus  service.  Thousands  of  communities  have  lost  service;  in  many  of  these 
communities  there  remains  a  real  need  for  service  even  though  the  demand  is  not 
sufficient  to  make  the  service  commercially  viable.  This  is  an  unmet  need  that 
should  be  addressed  by  Congress  in  several  ways. 

With  Senator  Exons  leadership,  Congress  established  a  new  program  in  ISTEA, 
the  section  18(i)  program,  which  gives  the  states  funds  to  support  and  maintain 
intercity  bus  service,  particularly  rural  intercity  bus  service.  This  is  the  first  time 
Congress  has  created  a  program  specifically  for  intercity  bus  service.  This  is  a  good 
start,  but  the  program  is  much  too  small  to  really  turn  the  situation  around.  Even 
with  full  funding  of  ISTEA,  the  program  would  only  be  slightly  over  $20  million 
spread  among  the  50  states.  It  is  further  limited  by  the  fact  that  it  is  a  percentage 
set  aside  from  the  section  18  rural  program  and  has  thus  been  subject  to  a  constant 
effort  by  the  section  18  local  van  operators  to  recover  "their  money".  Funding  for 
the  program  should  be  at  least  doubted  and  it  should  be  reconstituted  as  a  separate 
program. 

A  RESEARCH  AND  DEVELOPMENT  PROGRAM  FOR  A  NEW  GENERATION  INTERCITY  BUS 
THAT  MAKES  ADA  COMPLIANCE  FEASIBLE  IS  ESSENTIAL 

Rural  intercity  bus  transportation  will  receive  another  jolt  from  the  soon  to  be  re- 
leased Office  oi  Technology  Assessment  Report  on  over  the  road  bus  accessibility. 
Congress  directed  OTA  to  recommend  the  most  "cost  effective"  means  of  achieving 
over  the  road  bus  accessibility  without  damaging  rural  bus  service.  Early  indications 
are  that  OTA  is  going  to  recommend,  in  effect,  wheelchair  lifts  on  all  intercity  buses 
whatever  the  effect  might  be  on  rural  service.  It  also  appears  that  OTA  may  rec- 
ommend a  requirement  that  there  either  be  accessible  restrooms  on  over  the  road 
buses  or  that  there  be  rest  stops  at  a  far  greater  frequency  than  exists  at  present. 

Based  on  current  technology,  the  costs  of  the  federal  wheelchair  lift  mandate 
alone  will  have  a  significant  negative  effect  on  the  viability  of  bus  service,  particu- 
larly rural  bus  service.  To  start,  there  are  installation  costs  in  the  $15,000-1 18,000 
range  coupled  with  at  least  some  seat  and  baggage  space  loss.  Then  there  are  the 
ongoing  operating,  maintenance  and  training  costs,  all  of  which  are  substantial.  If 
accessible  restrooms  are  required,  there  will  be  a  major  loss  of  seating  capacity. 

Greyhound  believes  that  it  will  be  critically  important  to  the  continuation  of  rural 
bus  service  to  take  steps  now  to  start  responding  to  that  potential  federal  mandate. 
Those  steps  should  start  with  the  federal  funding  of  a  research  and  development 
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program  to  create  a  less  expensive  over  the  road  bus  lift  built  into  the  frame  of  the 
bus  that  does  not  cause  a  loss  of  seating  capacity.  That  program  should  be  coupled 
with  the  initiation  of  a  program  to  provide  federal  funding  for  the  purchase  of  these 
lifts  along  the  lines  of  the  existing  federal  program  for  transit  buses,  which  provides 
90  percent  federal  funding  for  ADA  required  equipment  purchases. 

In  fact,  Greyhound  recommends  that  the  federal  government  not  only  sponsor  the 
research  and  development  of  over  the  road  bus  technology  to  meet  ADA  require- 
ments, but  that  it  actually  fund  the  development  of  a  new  generation  over  the  road 
bus,  which  is  lighter,  more  energy  efficient,  and  better  able  to  meet  the  continued 
demand  for  reliable,  low  cost  public  transportation. 

Now  is  a  particularly  appropriate  time  to  undertake  that  initiative.  The  Clinton 
Administration  has  recommended  funding  for  development  of  a  new  class  of  com- 
mercial passenger  airplane;  Amtrak  is  spending  millions  in  federal  funds  to  test  the 
Swedish  "tilt  train";  Congress  has  authorized  hundreds  of  millions  for  high  speed 
rail  prototype  development;  and  even  the  Federal  Transit  Administration  is  funding 
the  development  of  a  new  "space  age"  transit  bus. 

The  development  of  a  new  generation  over  the  road  bus  could  be  a  real  boost  for 
intercity  bus  service.  Because  the  industry  is  so  small  and  marginally  profitable, 
there  has  been  no  fundamental  change  in  over  the  road  bus  construction  for  dec- 
ades. There  has,  however,  been  a  significant  increase  in  the  price  of  those  buses. 
In  the  last  5  years  alone,  the  price  of  a  new  intercity  coach  has  risen  from  approxi- 
mately $180,000  in  1987  to  over  $230,000  today.  Greyhound  needs  to  reduce  sub- 
stantially the  age  of  its  fleet,  which  means  it  should  buy  200  to  300  buses  per  year 
for  the  next  5  years  and  180  per  year  thereafter.  At  today's  prices,  300  buses  cost 
almost  $70  million. 

With  properly  funded  research,  development  and  testing,  we  are  convinced  that 
over  the  road  buses  could  be  made  lighter,  more  energy  efficient^  and  substantially 
less  expensive  to  purchase  and  operate.  This  would  be  a  tremendous  help  in  our  ef- 
fort to  keep  the  price  of  our  service  down  so  that  it  remains  within  reach  of  the 
low  income  Americans  who  rely  on  it. 

THE  FEDERAL  FUEL  TAX  EXEMPTION  REMAINS  CRITICAL  TO  THE  VIABILITY  OF  INTERCITY 

BUS  SERVICE 

Another  vital  issue  for  the  intercity  bus  industry  is  the  preservation  of  the  federal 
fuel  tax  exemption.  The  one  small  subsidy  that  the  industry  has  had  over  the  years 
is  its  partial  exemption  from  the  federal  fuel  and  tire  tax.  Although  it  is  an  infini- 
tesimal part  of  the  overall  federal  transportation  subsidy  program,  it  is  critical  to 
the  survival  of  the  industry.  For  example  in  1991,  the  subsidy  amounted  to  $25.6 
million,  which  was  65  percent  of  the  industry's  1991  operating  profit  of  $39.4  mil- 
lion. See  Table  13. 

INTERCITY  BUS  INDUSTRY  SUBSIDY,  NET  OPERATING  INCOME,  AND  TAX  COST  (MILLIONS 

OF  DOLLARS) 

39.4 


0> 


Cost  of 

1991 

Cost  of 

1991 

5-cent 

federal 

1 5-cent 

net 

tax 

subsidy 

tax 

operating 

increase 

increase 

income 

113 

There  is  overwhelming  justification  for  continuance  of  that  exemption — the  imbal- 
ance in  federal  transportation  subsidies  among  the  modes,  the  energy  and  environ- 
mental efficiency  of  intercity  bus  service,  and  the  fact  that  we  provide  vital  service 
for  low  income  and  rural  Americans.  We  do  not  think  that  there  is  an  immediate 
threat  to  that  exemption,  but  it  is  so  important  to  the  continuance  of  bus  service 
that  we  did  want  to  highlight  it  for  the  Subcommittee. 

With  regard  to  the  proposed  BTU  tax,  this  will  have  a  significant  adverse  effect 
on  the  intercity  bus  industry.  Assuming  the  tax  amounts  to  8  per  gallon  for  diesel 
fuel,  it  will  cost  the  industry  roughly  $12  million  or  30  percent  of  its  1991  operating 
profit.  Greyhound  understands  that  this  is  intended  to  be  a  broad  based  tax  that 
applies  to  every  entity.  Assuming  that  this  is  the  case,  the  intercity  bus  industry 
should  not  be  singled  out  for  special  treatment. 

However,  if  any  other  entity — for  example,  local  mass  transit — is  exempted,  we 
believe  that  intercity  buses  should  be  included  in  the  exemption.  Since  intercity  bus 
service  is  the  mode  of  transportation  relied  on  by  low  income  travelers,  such  an  ex- 
emption would  fit  well  with  the  Administration's  intent  to  relieve  low  income  tax- 
payers of  the  burden  of  the  new  tax.  Also,  since  intercity  bus  service  is  the  most 
energy  efficient  mode  of  transportation  on  a  per  passenger  mile  basis,  it  fits  well 
with  the  energy  conservation  thrust  of  the  Clinton  proposal. 

THE  DISTURBING  GROWTH  OF  SUBSIDIZED  AMTRAK  BUS  SERVICE  SHOULD  BE 

INVESTIGATED  AND  STOPPED 

An  additional  area  of  concern  for  intercity  bus  service  is  the  expansion  of  sub- 
sidized Amtrak  bus  service.  We  are  not  here  to  complain  about  Amtrak  rail  sub- 
sidies; whether  we  like  them  or  not,  we  have  learned  to  live  with  them.  But  we  are 
sure  that  Congress  did  not  intend  that  those  subsidies  be  used  by  Amtrak  as  a  base 
from  which  to  develop  a  subsidized  bus  network  that  competes  with  existing 
unsubsidized  bus  service.  But  that  is  exactly  what  is  happening,  particularly  in 
California.  What  follows  is  a  detailed  look  at  the  California  situation,  which  is  the 
biggest  problem  area,  but  by  no  means  the  only  Amtrak  bus  network  that  is  being 
developed. 

There  are  3  main  Amtrak  train  routes  in  California  that  are  served  by  the  Am- 
trak bus  system — the  San  Joaquin  between  Oakland  and  Bakersfield;  the  San 
Diegan  between  Los  Angeles  and  San  Diego;  and  the  Capitol  Route  between  Sac- 
ramento and  San  Jose.  These  routes  are  competitive  with  the  heart  of  the  intercity 
bus  system  in  California. 

At  present,  there  are  over  60  Amtrak  buses  connecting  daily  with  the  San  Joa- 
quin; approximately  50  buses  serving  the  Capitol  Route;  and  21  Amtrak  buses  feed- 
ing the  San  Diegan.  Virtually  all  of  that  service  has  been  added  in  the  last  decade. 

Amtrak  has  become  one  of  the  largest  bus  operators  in  California,  and  in  fact,  is 
now  more  of  a  bus  system  than  a  rail  system  in  that  state.  As  the  maps  from  the 
1991  California  Rail  Passenger  Plan  which  appear  at  Tables  14a-c,  demonstrate,  the 
route  miles  operated  by  the  Amtrak  bus  service  are  many  times  greater  that  the 
route  miles  of  the  Amtrak  train  service. 
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TABLE  14B 


v.*  Piatt*:  Nonn~*it 


Sania  Rosa 

Rohnen  Part*  (J        Woodland 
Peialuma  r\^—^-\  Davis 
Napa 
VaUajo 
Marline 
Richmond 
Berkeley/-^ 

San  Francisco 

Transbty  Tormnal 

Ctl  Train  STanon 
(No   708  only) 

('  )  Fremont 

San  Jose 


Las  Vegas 


San  Luis  Obispo 

H0  TPismo  Beach  Q 
709  J  Sania  Mana  (\ 
only    \        Lompoc  Q        „  9,3^ 

rs3°va 


WesrwoodAJCL* 
Santa  Monica 


Long  Beach  .,p(\o°  . 


San  Joaquin 

Trajns  No.  708  &  709 

A  San  Juan  Cap  sirano 

San  Dtegan 

Connection 

VX.  Oooansioe 

Dol  r. 

Aai  \\                              |       ~" 

j-*  £i  Contro 
^^~|-\  Caie*:C 

(•     -    -„-';.. :.J    San  Joaquin 

San  Diego  G/*^^0" 

ODD    '  ■  - ■*  -     •.  "T- 

116 


TABLE  14C 
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The  Plan  also  reveals  how  important  the  but  pa  Mongers  are  to  the  system.  For 
example,  it  states  that  "[approximately  54  percent  of  all  San  Joaquin  riders  use  one 
or  more  of  the  feeder  buses  for  a  portion  of  their  trip".  The  report  further  indicates 
that  "[approximately  66  percent  of  the  San  Joaquin  system  revenues,  $7.8  million, 
would  have  been  lost  if  the  feeder  buses  were  not  operated". 

Amtrak's  bus  network  contains  all  types  of  bus  service.  Some  is  dedicated  service, 
that  is,  the  buses  carry  only  passengers  that  are  connecting  to  rail  service.  Some 
is  "mixed  mode",  that  is,  the  bus  operator  contracts  to  carry  connecting  Amtrak  pas- 
sengers on  buses  providing  normal  regular  route  bus  service.  Examples  of  this  are 
the  Barstow-Bakersfield  and  Hanford-Tulare  County  service. 

Finally,  some  of  the  newer  Amtrak  bus  service  actually  competes  with  Amtrak's 
rail  service.  An  example  of  this  is  the  Amtrak  Sparks,  Nevada  to  Sacramento  bus 
service,  which  is  actually  faster  than  the  daily  train  service  between  those  two 
points. 

The  one  thing  that  all  of  these  routes  have  in  common  is  that  they  compete  with 
unsubsidized  intercity  bus  service.  Almost  every  point  in  the  Amtrak  subsidized  bus 
network  is  already  served  by  unsubsidized  bus  service.  Furthermore,  it  is  clear  that 
the  Amtrak  strategy  is  to  use  its  subsidies  to  build  market  share  by  charging  prices 
comparable  to  or  below  intercity  bus  prices.  Table  15,  which  analyzes  the  Amtrak 
and  Greyhound  prices  between  the  major  competitive  city  pairs,  shows  that  strategy 
at  work. 
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TABLE  15— AMTRAK-GREYHOUND  CORRIDOR  FARE  COMPARISON 
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As  the  Amtrak  subsidized  bus  network  has  grown  in  California,  the  unsubsidized 
Greyhound  network  has  shrunk.  Table  16  shows  that  despite  the  population  explo- 
sion in  California  over  the  last  decade,  Greyhound  bus  service  has  declined  dramati- 
cally on  its  routes  that  are  competitive  with  the  Amtrak  rail -bus  service. 

TABLE  16 — GREYHOUND  CITY  PAIR  COMPARISON  1983-92 
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Frankly,  I  do  not  see  how  our  unsubsidized  system  in  California  can  compete  in 
the  long  term  against  the  continued  growth  of  the  Amtrak  bus  network.  I  am  even 
more  concerned  about  the  expansion  of  this  program  throughout  the  country. 

Although  the  California  Amtrak  bus  network  is  largely  a  creation  of  the  state,  it 
could  not  have  been  accomplished  without  the  federal  Amtrak  rail  subsidies  and  the 
lack  of  limitation  in  these  "rail"  subsidies  on  their  use  to  subsidise  bus  service.  I 
am  sure  that  it  has  not  been  the  Subcommittee's  intent  to  authorize  Amtrak  sub- 
sidized bus  service  to  operate  in  competition  with  unsubsidized  bus  service,  but  that 
is  what  is  happening.  I  respectfully  request  that  the  Subcommittee  examine  this  sit- 
uation closely  and  take  legislative  action  as  soon  as  possible  to  prohibit  the  use  of 
federal  rail  funds  to  subsidize  bus  service. 

THE  COMPLAINTS  OF  CERTAIN  REGIONAL  BUS  COMPANIES  ARE  WITHOUT  MERIT  AND 

WARRANT  NO  FEDERAL  ACTION 

Finally,  it  is  important  that  we  address  the  specifics  of  the  allegations  made  by 
certain  complaining  bus  companies.  As  we  indicated  in  paragraph  III  above,  while 
the  complaining  carriers  seek  to  advance  their  self  interest  through  federal  regu- 
latory intervention,  Greyhound  believes  that  the  traveling  public  is  best  served  by 
vigorous  competition  in  the  marketplace  unfettered  by  a  regulatory  tilt  towards  any 
competitor.  That  applies  in  all  3  basic  arguments  advanced  by  the  complaining  car- 
riers. 

First  with  regard  to  terminal  rents,  in  September,  1992  Greyhound  advised  ten- 
ants at  its  controlled  terminals  that  it  intended  to  modify  terminal  rental  rates  to 
assure  that  Greyhound  was  being  adequately  compensated  for  the  services  it  was 
providing.  Greyhound's  charges  for  terminal  rent  and  services  was  increased  from 
24  percent  to  27  percent  of  sales  systemwide.  Every  terminal  was  analyzed  strictly 
on  its  cost  to  operate.  Despite  requests  for  special  deals  from  some  carriers,  we  have 
scrupulously  applied  these  increases  across  the  board  in  order  to  avoid  any  charge 
that  these  increases  were  linked  to  anything  but  increased  cost. 

Certain  carriers  challenged  these  increases  before  the  Interstate  Commerce  Com- 
mission as  anticompetitive.  The  ICC  conducted  a  detailed  review  of  Greyhound's 
cost  calculations  and  ruled  that  the  Greyhound  increases  were  "prudent  and  busi- 
nesslike" and  "reasonably  commensurate"  with  its  costs  and  revenues.  Just  last 
week,  the  Commission  unanimously  reaffirmed  that  decision. 

Greyhound  has  continued  to  negotiate  with  the  complaining  carriers  about  those 
increases,  and  we  are  confident  that  those  negotiations  will  be  successful.  The  par- 
ties have  agreed  that  Greyhound  may  pass  through  its  direct  terminal  expenses, 
which  have  Deen  agreed  upon,  and  a  percentage  of  certain  administrative,  overhead 
expenses,  to  its  tenants  plus  a  10  percent  profit.  Additionally,  the  parties  have 
agreed  in  concept  that  Greyhound  may  collect  certain  per  schedule  minimums.  The 
parties  hope  to  make  the  agreement  effective  March  1,  1993. 
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Although  we  are  confident  that  this  issue  will  be  successfully  negotiated,  the  de- 
bate that  it  has  raised  several  related  matters  that  need  to  be  addressed.  One  is 
the  idea  that  bus  terminals,  even  though  they  are  privately  owned,  are  like  airports 
in  that  they  are  so  large,  expensive  and  difficult  to  acquire  that  they  should  be  con- 
sidered "essential  facilities"  subject  to  extraordinary  federal  regulation. 

The  fact  of  the  matter  is  that  bus  terminals  come  in  all  sizes  and  shapes  and  are 
as  easy  to  acquire  as  any  commercial  establishment,  even  in  large  cities.  To  illus- 
trate this  point  we  have  put  together  at  Table  17  pictures  of  various  intercity  bus 
terminals  around  the  country.  As  you  can  see,  these  terminals  include  trailers 
(Washington,  D.C.  and  Long  Beach),  converted  gas  stations  (Miami),  storefronts  in 
strip  shopping  centers  (Miami  Beach  and  Springfield,  Virginia),  former  tire  stores 
(Anaheim),  and  McDonald's  Restaurants.  It  is  hard  to  imagine  establishments  less 
like  "essential  facilities"  than  these  typical  bus  terminals. 

[Table  17  contain  pictures  which  are  not  reproducible.  They  may  be  found  in  the 
committee  file.] 

It  has  also  been  suggested  that  these  terminal  rental  increases  will  cause  a  loss 
of  rural  service.  But  as  we  already  have  shown  (Table  7)  Greyhound  still  provides 
much  more  rural  service  than  any  other  carrier,  and  thus  much  more  rural  service 
is  threatened  if  Greyhound  cannot  make  a  reasonable  return  on  its  assets  deployed 
to  provide  that  service.  Moreover,  the  increases  have  been  in  effect  since  last  Sep- 
tember and  there  is  no  evidence  that  there  has  been  a  massive  loss  of  rural  service. 
More  typical  is  the  experience  of  American  Coach  Lines,  which  operates  several 
rural  routes  out  of  Indianapolis  and  Columbus,  Ohio. 

When  Greyhound  announced  its  terminal  increases  last  year,  the  President  of 
American  sought  a  special  deal  from  Greyhound  on  the  grounds  that  his  service  did 
not  compete  with  Greyhound  and  that  American  could  not  afford  the  increases. 
Greyhound  explained  that  it  had  to  apply  the  increases  across  the  board  in  an  even- 
handed  manner  and  without  regard  to  the  competitive  consequences.  American's 
President  then  presented  his  case  to  the  Senate  Commerce  Committee  staff,  stating 
that  all  of  his  rural  service  was  threatened  because  he  could  not  afford  the  increases 
and  had  nowhere  else  to  go. 

The  increases  have  now  been  in  effect  for  almost  6  months,  and  American  is  run- 
ning virtually  the  same  service  that  it  had  in  effect  prior  to  the  increases.  In  several 
locations,  American  has  found  a  new  terminal;  in  others,  it  is  at  least  temporarily 
loading  on  the  street,  and  in  others  it  remains  in  the  same  facility  with  Greyhound. 
We  are  confident  that  as  long  as  the  market  justifies  it,  American  will  remain  in 
service  and  will  continue  to  make  appropriate  facility  adjustments  as  it  has  done 
over  the  last  6  months. 

There  is  one  other  unique  terminal  issue  that  needs  to  be  briefly  addressed.  That 
concerns  Valley  Transit  in  South  Texas.  In  that  one  case,  Greyhound  did  not  offer 
Valley  new  terminal  license  agreements  in  3  locations  because  of  continuing  oper- 
ational problems  with  Valley  at  those  locations.  After  Valley  filed  suit,  Greyhound 
voluntarily  agreed  to  let  Valley  remain  in  these  terminals.  In  the  ensuing  months, 
Greyhound  and  Valley  have  set  up  an  informal  dispute  resolution  procedure  to  deal 
with  the  operational  problems  at  these  terminals  and  have  negotiated  regularly  to- 
ward a  possible  resolution  of  the  dispute. 

The  current  status  of  the  negotiations  is  that  Greyhound  has  offered  Valley  the 
same  terminal  license  terms  ana  conditions  that  it  has  offered  the  rest  of  the  indus- 
try, plus  a  special  arbitration  procedure  to  resolve  any  future  disputes.  To  date,  Val- 
ley has  not  accepted  that  offer. 

The  second  issue  involves  the  obscure  term  "optional  honoring".  What  this  really 
means  is  that  the  complaining  carriers  are  asking  the  ICC  to  force  Greyhound  to 
make  its  marketing  and  promotional  programs  available  to  its  competitors  even 
though  those  competitors  have  chosen  not  to  introduce  and  promote  their  own  com- 
petitive fare  programs. 

For  example,  Greyhound  offered  and  marketed  a  50  percent  off  advance  purchase 
fare  from  Albany  to  New  York  City.  Adirondack  Trauways,  which  competes  with 
Greyhound  in  this  market,  did  not  match  this  fare,  nor  market  any  competitive  fare. 
Instead,  it  sought  to  get  the  ICC  to  compel  Greyhound  to  allow  Adirondack  to  pick 
up  the  Greyhound  tickets  and  get  full  reimbursement  from  Greyhound.  In  other 
words,  Adirondack  wanted  to  be  in  a  position  to  sell  as  many  of  its  full  fare  pas- 
senger tickets  as  possible  and  then  to  "top  off"  with  reduced  fare  tickets  promoted 
and  sold  by  Greyhound. 

Don't  be  confused  by  the  complicated  scenarios  of  the  complaining  carriers.  The 
facts  are  that  Greyhound  remains  fully  committed  to  interlining,  and  the  consuming 
public  can  conveniently  take  advantage  of  the  Greyhound  promotional  fares 
throughout  the  country.  To  the  extent  that  the  public  cannot  take  advantage  of 
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these  fares  on  the  complaining  carriers,  the  fault  lies  with  the  carriers  themselves 
since  they  have  chosen  not  to  offer  their  own  promotional  fares. 

The  third  issue  involves  a  new  rulemaking  petition  filed  with  the  ICC  by  the  com- 
plaining carriers.  The  petition  makes  several  requests.  One  is,  in  effect,  that  the 
Commission  order  the  reversal  of  Greyhound's  decision  to  stop  using  the  Russell's 
Guide  Company  to  produce  its  schedules.  Greyhound  has  developea  new  software 
that  enables  it  to  produce  its  schedules  for  roughly  $1  million  less  per  year  than 
what  it  was  paying  Russell's.  Naturally,  we  chose  to  take  advantage  of  this  signifi- 
cant cost  savings  and  will  use  that  software  coupled  with  a  competitively  bid  publi- 
cation contract  Tor  future  schedule  publication. 

Greyhound  has  told  the  industry  that  it  has  no  objection  to  the  publication  of 
other  carriers'  schedules  in  the  publication  used  by  Greyhound  so  long  as  it  does 
not  increase  the  cost  of  the  publication  to  Greyhound.  There  is  no  evidence  that  pub- 
lic information  concerning  bus  schedules  will  be  compromised.  If  the  other  carriers 
choose  to  publish  in  the  same  book  as  Greyhound,  that  book  will  be  available  to  all 
carriers  and  their  agents  and  will  provide  all  necessary  information.  If  other  car- 
riers choose  to  publish  their  own  book,  they  can,  of  course,  make  it  available  to  all 
Greyhound  agents,  just  as  Greyhound  would  make  its  schedule  book  available  to  the 
agents  of  other  carriers. 

The  complaining  carriers'  petition  also  requests  that  the  ICC  mandate  that  all  bus 
companies  give  all  other  bus  companies  30  days  advance  notice  of  schedule  changes. 
Greyhound  opposes  such  a  requirement  because  it  would  be  anticompetitive.  In  fact 
this  conduct  is  directly  analogous  to  the  conduct  that  the  Justice  Department  is  at- 
tempting to  stop  in  the  suit  that  it  has  just  instituted  against  the  airline  industry. 
There  the  Department  is  suing  to  prevent  the  advance  signalling  of  competitive  rate 
changes,  while  the  complaining  carriers  here  are  trying  to  get  the  ICC  to  go  exactly 
the  opposite  way  and  mandate  advance  notice  of  competitive  schedule  changes. 

There  is,  of  course,  a  legitimate  need  for  connecting  carriers  to  know  about  sched- 
ule changes  that  affect  their  connections.  Greyhound  regularly  gives  connecting  car- 
riers at  least  30  days  advance  notice  of  schedule  changes  that  will  affect  their  con- 
nection with  Greyhound,  and  we  will  continue  to  do  that.  However,  in  order  to  avoid 
charges  of  anticompetitive  conduct,  we  carefully  limit  the  advance  information  on 
schedule  changes  that  we  give  other  carriers  to  that  information  that  directly  im- 
pacts their  connecting  service  with  Greyhound. 

Finally,  the  complaining  carriers  have  asked  the  ICC  to  impose  a  set  of  rules  that 
would  mandate  Greyhound  to  make  available  any  reservations  system  it  develops 
to  the  rest  of  the  industry.  We  believe  that  such  a  request  is  entirely  premature. 
The  Greyhound  system  is  in  a  very  preliminary  test  phase.  It  has  been  tested  suc- 
cessfully in  5  locations  in  Texas,  and  Greyhound  will  now  commence  testing  in  a 
"beta"  test  up  a  corridor  which  commences  in  Texas  and  extends  to  Michigan.  If  that 
test  is  successful,  we  will  commence  installation  in  various  areas  of  the  country 
leading  to  installation  at  Greyhound's  top  200  locations  by  July,  1993. 

It  is  premature  to  think  about  giving  the  industry  access  to  the  system  prior  to 
installation  on  the  Greyhound  system.  In  all  likelihood,  it  will  be  1994  before  Grey- 
hound will  consider  offering  the  reservation  system  to  any  other  carriers. 

Even  when  the  system  is  operational,  we  would  strongly  oppose  any  federal  man- 
date that  Greyhound  make  its  proprietary  software  available  to  the  rest  of  the  in- 
dustry. Such  a  requirement  would  be  unprecedented.  Even  with  regard  to  the  vastly 
more  powerful  and  more  comprehensive  airline  reservation  systems,  there  has  not 
been  a  requirement  that  airlines  provide  access  to  their  proprietary  products,  but 
only  that  if  they  choose  to  make  them  available  to  other  carriers,  they  do  so  in  a 
nondiscriminatory  manner. 

While  Greyhound  has  not  decided  if  or  when  it  will  offer  the  system  to  other  car- 
riers, that  is  not  to  say  that  other  carriers  will  not  be  able  to  use  it.  First,  it  should 
be  noted  that  Greyhound's  reservations  system  is  not  one  to  be  used  by  travel 
agents.  Initially  it  will  be  strictly  for  Greyhound's  internal  use.  Therefore,  unlike  the 
airline  reservations  systems,  lack  of  direct  participation  in  the  Greyhound  system 
does  not  foreclose  sales. 

Second,  most  carriers  are  very  concerned  about  Greyhound  accommodating  their 
interline  passengers  when  the  reservation  system  becomes  operative.  Their  concern 
is  that  Greyhound  will  not  have  seats  available  for  their  interline  passengers.  Grey- 
hound has  told  the  industry  that  they  can  either  sell  a  passenger  a  standard  inter- 
line ticket  with  which  the  passenger  would  travel  on  a  space  available  basis  as  they 
do  today  or  the  interline  carrier  can  book  a  reservation  on  Greyhound  at  the  time 
it  sells  its  passenger  a  ticket.  The  one  caveat  is  that  Greyhound  will  expect  to  be 
paid  for  the  reservation  at  the  time  it  is  made  in  order  to  hold  a  guaranteed  seat 
or  the  interline  passenger. 
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CONCLUSION 


In  summary,  this  is  a  critical  time  for  the  industry.  There  needs  to  be  a  commit- 
ment to  the  preservation  and  encouragement  of  intercity  bus  service  in  federal 
transportation  policy.  That  commitment  should  include: 

•  A  stronger,  freestanding  intercity  bus  program  in  ISTEA. 

•  Protection  of  the  federal  fuel  tax  exemption  and  expansion  of  that  exemption 
to  the  BTU  tax  if  there  are  to  be  any  BTU  exemptions. 

•  Research  and  development  leading  to  the  creation  of  a  21st  century  over  the 
road  bus  that  provides  full  accessibility  and  is  energy  and  cost  efficient. 

•  A  prohibition  against  further  Amtrak  use  of  federal  rail  funds  to  create  Ambus. 
With  regard  to  regulation,  the  intercity  bus  industry  needs  to  be  able  to  compete 

without  regulatory  impediments  against  its  unregulated  competition — airlines,  auto- 
mobiles and  Amtrak.  On  careful  scrutiny,  the  allegations  of  the  complaining  carriers 
all  involve  attempts  to  maintain  past  subsidies  from  Greyhound.  Greyhound  cannot 
continue  such  subsidies  and  survive;  it  must  be  compensated  fairly  for  all  of  its 
services.  The  ICC  has  unanimously  recognized  the  validity  of  Greyhound's  position 
with  regard  to  terminal  charges,  and  we  believe  that  the  same  conclusion  should, 
and  will,  be  reached  in  the  other  issues  before  the  Commission. 

Thank  you  for  the  opportunity  to  present  the  views  of  Greyhound  on  these  impor- 
tant industry  issues. 

Senator  Exon.  Thank  you,  Mr.  Schmieder. 

I  am  now  pleased  to  recognize  Mr.  Harry  W.  Blunt,  the  president 
of  Concord  Coach  Line,  for  his  testimony. 
Mr.  Blunt. 

STATEMENT  OF  HARRY  W.  BLUNT,  JR.,  PRESIDENT,  CONCORD 

COACH  LINES,  INC. 

Mr.  Blunt.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee. I  am  here  to  speak  on  behalf  of  the  American  Bus  Associa- 
tion. 

The  American  Bus  Association  is  the  national  trade  association 
of  the  intercity  bus  industry.  The  association  has  more  than  500 
members,  all  of  whom  are  engaged  in  interstate  transportation  of 
passengers  by  motor  vehicle,  pursuant  to  authority  issued  by  the 
Interstate  Commerce  Commission. 

ABA  has  approximately  75  members  who  transport  passengers  in 
scheduled  intercity  service  over  regular  routes.  Other  members 
transport  passengers  in  schedule  or  local  transit  operations.  With 
few  exceptions,  all  members  transport  passengers  in  charter  and 
special  operations. 

For  more  than  65  years,  the  association  and  its  members  have 
worked  to  improve  connecting  and  through  intercity  bus  service.  A 
principal  purpose  of  the  association  has  Deen  to  promote  a  coordi- 
nated system  of  regularly  scheduled  service  by  bus  in  which  the 
component  parts  vigorously  compete,  but  which  serve  the  public  as 
an  efficient  and  unified  system  in  its  whole. 

Until  recently,  the  travelling  public  could  view  the  intercity  bus 
industry  as  a  unitary  enterprise,  because  carriers  cooperated  in 
providing  economical  and  efficient  service  to  the  travelling  public. 
That  is  no  longer  the  case.  Today,  the  industry  is  fragmented  be- 
cause of  the  dominant  carrier  Greyhound  refuses  to  cooperate  fully 
with  other  regular  route  operators  in  providing  economical  and  effi- 
cient joint  line  service. 

We  applaud  the  decision  of  the  ICC  to  completely  investigate  the 
bus  industry.  We  feel  that  the  evidence  presented  here  today  shows 
an  overall  decline  in  the  bus  business  that  has  sincere  problems 
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that  are  obvious.  Their  insight  will  be  helpful  in  resolving  these 
problems. 

In  addition  to  its  operating  problems,  more  effective  regulation 
can   solve   some   of  the  bus   industry  problems.   The   industry  is 

Elagued  by  conflicting  inequities  in  Federal  promotional  policies, 
ucn  policies  have  contributed  to  the  precarious  financial  condition 
of  the  industry,  and  should  be  tempered,  if  not  eliminated,  by  Con- 
gress. And  I  speak  specifically  of  Amtrak. 

Amtrak  subsidies  have  been  a  major  contributing  cause  to  the 
decline  of  the  number  of  regular  route  bus  passengers,  from  75  mil- 
lion in  1983,  to  less  than  one-half  of  that  today.  Arid  as  pointed  out 
in  the  June  1992  GAO  study,  the  reduction  in  intercity  bus  service 
has  had  the  greatest  impact  on  those  who  least  are  able  to  afford 
other  modes  of  transportation. 

Subsides  to  Amtrak  must  be  phased  out  not  only  to  assure  a  via- 
ble intercity  bus  industry,  but  in  the  interest  of  taxpayers  in  gen- 
eral. Subsidies  to  Amtrak  now,  by  certain  reports,  exceed  $50  per 
passenger  and  are  fundamentally  incompatible  with  a  multitrillion 
dollar  deficit.  If  Amtrak  subsidies  on  the  present  scale  continue,  all 
the  talk  about  the  importance  of  reducing  the  Federal  deficit  will 
be  recognized  as  hollow  and  insincere. 

Let  me  speak  for  a  minute  of  the  specific  situation  with  Amtrak 
that  presently  is  beginning  to  exist  in  the  Boston  to  Portland,  ME, 
area.  Several  years  ago,  the  Congress,  in  concert  with  the  State  of 
Massachusetts,  funded  the  building  of  an  intermodal  facility  at 
South  Station,  which  brought  all  the  independent  bus  carriers, 
Greyhound  and  Amtrak  to  one  point  in  Boston.  The  final  phase  of 
that  is  presently  under  construction,  and  that  is  the  building  of  the 
bus  terminal  facility. 

The  purpose  of  this  facility  is  for  bus  companies  to  feed  pas- 
sengers from  northern  New  England,  Vermont,  Maine,  New  Hamp- 
shire, and  outlying  areas  of  Massachusetts  into  a  central  point  in 
Boston,  where  the  passenger  then  would  have  the  opportunity  to 
either  board  an  Amtrak  train  proceeding  south,  make  a  connection 
to  Logan  International  Airport  for  air  service,  or  stay  on  a  bus  for 
further  trips  into  lower  New  England  and  the  rest  of  the  United 
States. 

Without  this  project  even  completed,  now  Amtrak  train  service  is 
being  suggested  for  Portland,  ME.  Portland,  ME,  and  points  in 
Maine  are  served  by  four  carriers  along  the  corridor  that  the  Am- 
trak route  is  proposing.  Greyhound  provides  service  all  the  way  to 
northern  Maine,  down  to  Portland,  and  then  on  to  Boston. 

To  now  subsidize  this  Amtrak  route  would  greatly  diminish  the 
ability  of  Greyhound  and  a  carrier  such  as  myself  to  provide  sched- 
uled service  into  a  lot  of  the  outlying  areas  of  Maine  and  New 
Hampshire.  The  Maine  trunk  route  from  Portland  to  Boston  is  a 
vital  part  of  the  cross-subsidization  that  makes  bus  service  into 
northern  Maine  work. 

Over  50  points  in  Maine  are  connected  by  bus  into  the  Grey- 
hound and  Concord-Trailway  system,  and  then  on  into  Boston.  If 
you  take  away  the  lucrative  portion  of  that  route,  Portland  to  Bos- 
ton, with  highly  subsidized  rail  service,  you  jeopardize  the  future 
of  bus  service  into  northern  parts  of  New  England  and  New  Hamp- 
shire. 
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Further,  Mr.  Chairman,  I  would  like  to  comment  on  behalf  of  the 
association  and  our  sincere  interest  in  the  upcoming  Office  of  Tech- 
nology Assessment  report  on  the  intercity  bus  industry  to  meet  the 
ADA  legislation.  The  bus  industry  is  concerned  that  we  may  have 
problems  meeting  the  wheelchair  lift  accessibility  for  intercity 
buses.  We  suggest  that  potentially  a  private  and  public  effort  may 
be  needed  to  create  the  technology  and  help  assist  the  bus  indus- 
try, in  terms  of  getting  wheelchair  accessibility  on  every  bus. 

Mr.  Chairman,  this  concludes  my  remarks,  and  I  would  be  glad 
to  answer  any  questions  if  it  is  necessary. 

[The  prepared  statement  of  Mr.  Blunt  follows:] 

Prepared  Statement  of  Harry  W.  Blunt,  Jr. 

The  American  Bus  Association  (ABA)  is  the  national  trade  association  for  the 
intercity  bus  industry.  The  Association  has  more  than  500  bus  operator  members, 
all  of  whom  are  engaged  in  the  interstate  transportation  of  passengers  by  motor  ve- 
hicle pursuant  to  authority  issued  by  the  Interstate  Commerce  Commission. 

Approximately  75  of  those  500  bus  operator  members  transport  passengers  in 
scheduled  intercity  service  over  regular  routes.  Other  members  transport  passengers 
in  scheduled  local  or  transit  operations,  with  few  exceptions,  all  members  transport 
passengers  in  charter,  tour,  and  special  operations. 

For  more  than  65  years  the  Association  and  its  members  have  worked  to  improve 
connecting  and  through  intercity  bus  service.  A  principal  purpose  of  the  Association 
has  been  to  promote  a  coordinated  system  of  regularly  scheduled  service  by  bus  in 
which  the  component  parts  vigorously  compete  but  which  serves  the  public  as  an 
efficient,  unified  whole. 

Until  recently,  the  traveling  public  could  view  the  intercity  bus  System  as  a  uni- 
tary enterprise  because  carriers  cooperated  in  providing  economical  and  efficient 
service  to  the  traveling  public.  That  is  no  longer  the  case.  Today,  the  industry  is 
fragmented  because  the  dominant  carrier,  Greyhound  Lines,  Inc.,  refuses  to  cooper- 
ate fully  with  other  regular-route  operators  in  providing  economical  and  efficient 
joint-line  service. 

In  addition  to  its  operational  problems,  which  more  effective  regulation  can  solve, 
the  industry  is  plagued  by  inequitable  Federal  promotional  policies.  Such  policies 
have  contributed  to  the  precarious  financial  condition  of  the  industry  and  should  be 
tempered,  if  not  eliminated,  by  the  Congress. 

DEMOGRAPHIC  AND  FINANCIAL  PROFILE  OF  THE  INTERCITY  BUS  INDUSTRY 

A  majority  of  bus  passengers  are  from  lower  income  families.  As  noted  in  the  re- 
port of  the  General  Accounting  Office  last  June  to  this  Subcommittee,  46  percent 
of  bus  passengers  have  annual  household  incomes  of  less  than  $15,000  as  compared 
with  only  24  percent  for  the  general  population.1  Also,  intercity  bus  companies 
transport  a  disproportionately  large  number  of  elderly  people  and  people  who  reside 
in  rural  areas. 

Service  to  rural  areas  continues  to  decline,  however,  due  to  shrinking  rural  popu- 
lations, increased  competition  from  the  airlines  and  Amtrak.  and  the  worsening  fi- 
nancial condition  of  the  bus  industry.  For  example,  the  GAO  study  found  that  the 
bus  industry  served  11  ,820  communities  in  1982  but  fewer  than  6,000  in  1991. 

As  pointed  out  by  the  GAO  study,  the  intercity  bus  industry's  financial  perform- 
ance declined  steadily  during  the  years  of  deregulation  following  1982.  Both  rider- 
ship  and  the  industry's  share  of  the  intercity  public  transportation  market  have 
been  cut  in  half.  Nevertheless,  the  intercity  bus  industry  is  a  valuable  national  asset 
and  ought  to  be  preserved.  It  provides  an  essential  service  for  rural  areas  and  for 
all  areas  offers  the  most  economical,  energy  efficient,  and  environmentally  compat- 
ible service  available. 

We  hope  these  hearings  will  lead  to  the  restoration  of  a  healthy,  coordinated  sys- 
tem of  intercity  bus  transportation. 


1  Availability  of  Intercity  Bus  Service  Continues  to  Decline,  Report  of  the  General  Accounting 
Office  to  the  Surface  Transportation  Subcommittee,  Senate  Committee  on  Commerce,  Science, 
and  Transportation  (June,  1992)  4. 
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IMPROVEMENT  OF  BUS  SERVICE  IN  RURAL  AREAS 

Section  18  of  the  Federal  Transit  Act,  as  amended  in  1991,  authorizes  grants  to 
assist  public  transportation  in  nonurbanized  areas.  Such  grants  area  available  to 

frovide  capital  and  operating  assistance  to  both  public  and  private  entities.  The 
ntermodal  Surface  Transportation  Efficiency  Act  of  1991  (ISTEA)  requires  each 
State  to  set  aside  a  portion  of  its  Section  18  funds  to  support  intercity  bus  transpor- 
tation. Section  18  authorizes  over  $122  million  to  be  spent  on  improving  intercity 
bus  service  over  the  next  five  years. 

In  fiscal  year  1994  and  subsequent  years,  States  will  be  required  to  set  aside  at 
least  15  percent  of  their  Section  18  funds  to  support  intercity  bus  transportation.2 
The  Section  18  program  can  improve  intercity  bus  service  in  rural  areas  signifi- 
cantly but  only  if  the  program  is  fully  funded.  Full  funding  of  the  Section  18  pro- 
gram is  urgently  required.  To  achieve  a  dramatic  improvement  in  rural  bus  service, 
the  Section  18  program  must  be  expanded. 

CONSTRUCTION  OF  INTERMODAL  TERMINALS 

Over  $40  million  in  grants  were  authorized  by  ISTEA  in  1991  to  build  intermodal 
terminals.  This  is  not  a  subsidy  program.  Bus  companies,  along  with  transit  opera- 
tors, Amtrak,  and  other  surface  transportation  providers,  would  defray  the  cost  of 
terminal  construction  and  operating  costs  through  the  payment  of  user  charges. 

The  greatest  single  deterrent  to  intercity  bus  travel  is  the  unattractive  condition 
of  many  bus  terminals.  The  greatest  impediment  to  correction  is  the  carriers'  inabil- 
ity to  raise  the  capital  cost  of  terminal  construction  and  renovation.  Full  funding 
of  the  intermodal  terminal  program  will  benefit  all  modes  of  public  surface  transpor- 
tation. The  terminal  program  should  be  a  centerpiece  of  the  Federal  government's 
increased  investment  in  transportation  infrastructure. 

REDUCTION  OF  PROMOTIONAL  INEQUALITY 

Federal  subsidies  have  kept  the  intercity  bus  industry  at  a  severe  competitive  dis- 
advantage. A  study  published  last  month  by  Nathan  Associates,  Inc.,  points  out  that 
between  1960  and  1991,  "all  other  commercial  modes  of  intercity  passenger  trans- 
portation received  subsidies  at  least  40  times  greater  than  the  modest  subsidy  going 
to  the  intercity  bus  industry."3  According  to  the  Nathan  Report,  each  bus  passenger 
received  a  Federal  subsidy  of  only  5  cents  per  trip.  By  contrast,  Amtrak  passengers 
received  a  subsidy  of  $54.09  per  trip  and  airline  passengers  received  $6.48  per  trip. 

The  1992  GAO  study  concluded: 

While  bus  subsidies  increased  to  $0.07  per  passenger  in  the  early  1980s,  Am- 
trak subsidies  increased  to  more  than  $50  per  passenger.  Because  train  travel 
is  more  comfortable  than  bus  travel,  subsidized  rail  fares  made  it  difficult  for 
intercity  buses  to  retain  ridership  where  they  competed  with  Amtrak.4 

Amtrak  subsidies  have  been  a  major  contributing  cause  to  the  decline  in  the  num- 
ber of  regular-route  bus  passengers  from  75  million  in  1983  to  less  than  half  that 
number  today.  And,  as  pointed  out  in  the  June,  1992,  GAO  study,  the  reduction  in 
intercity  bus  service  has  had  the  greatest  impact  on  those  who  are  "least  able  to 
afford  and  least  likely  to  have  access  to  alternative  transportation."5 

Subsidies  to  Amtrak  must  be  contained  not  only  to  assure  a  viable  intercity  bus 
industry  but  in  the  interest  of  taxpayers  generally.  Subsidies  to  Amtrak  amounting 
to  $50  per  passenger  and  a  multi-trillion  dollar  Federal  deficit  are  fundamentaUy 
incompatible.  If  Amtrak  subsidies  on  the  present  scale  continue,  all  the  talk  about 
the  importance  of  reducing  the  Federal  deficit  will  be  recognized  as  hollow  and  in- 
sincere. 

If  the  intercity  bus  industry  is  to  become  a  viable  public  service,  more  effective 
regulation  by  the  Interstate  Commerce  Commission  will  be  required.  Some  prodding 
by  the  Congress  may  be  necessary  to  ensure  that  bus  passengers  receive  adequate 
service. 

ABA  was  greatly  encouraged  last  Friday  by  the  ICC's  announcement  that  it  is  un- 
dertaking a  "multifaceted  and  detailed"  study  of  the  intercity  bus  industry,  with 
focus  on  regular-route  scheduled  service.  We  applaud  the  Commission's  decision  to 
do  this,  and  we  look  forward  to  submitting  comments  and  to  being  of  all  possible 
assistance. 


2  For  fiscal  year  1993,  the  required  set-aside  is  10  percent. 

3The  Impact  of  Higher  Motor  Fuel  Taxes  on  the  Intercity  Bus  Industry,  prepared  by  Nathan 
Associates,  Inc.  (February,  1993)  1. 
4  See  note  1,  supra,  at  10. 
"See  note  1,  supra,  at  29. 
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PUBLICATION  OF  SCHEDULES 


Adequate  bus  service  requires  the  publication  of  all  schedules  in  a  single  reference 
source.  For  the  airline  industry,  that  function  is  served  by  the  Official  Airlines 
Guide.  Since  1930  and  until  recently,  all  regular-route  bus  schedules  were  published 
in  "Russell's  Official  National  Motor  Coach  Guide."  Russell's  Guide  enabled  carriers, 
passengers,  and  ticket  agents  to  identify  virtually  all  single-line  and  interline  bus 
service  available  between  any  two  points  in  the  United  States  and  Canada. 

In  November  1992,  Greyhound  announced  that  it  would  no  longer  publish  its 
schedules  in  Russell's  Guide.  Section  1063.3(c)  of  the  Commission's  regulations  re- 

?|uires  printed,  regular-route  schedules  to  be  provided  to  the  traveling  public  at  all 
acilities  where  tickets  are  sold.  The  regulation  was  effective  when  all  carriers  pub- 
lished their  schedules  in  Russell's  Guide.  Now  that  Greyhound  has  withdrawn  its 
schedules  from  that  publication,  passengers  and  ticket  agents,  including  Greyhound 
agents,  are  unable  to  determine  what  schedules  or  combination  of  schedules  exist 
forparticular  trips. 

There  is  no  justification  for  motor  carriers  of  passengers,  either  individually  or 

collectively,  to  fail  to  disclose  fully  to  the  traveling  public  and  to  other  carriers  all 

information  concerning  connecting  bus  schedules.  To  accomplish  that  objective,  ABA 

and  the  United  Bus  Owners  of  America  joined  with  28  independent  bus  companies 

in  a  petition  to  the  ICC  to  amend  the  present  regulation  on  the  dissemination  of 

regular-route  schedules.  49  C.F.R.  1063.3(c).  In  the  petition  filed  on  January  14, 

1993,  petitioners  urged  that  the  following  language  be  added  to  Section  1063.3(c): 

In  addition,  each  carrier  providing  scheduled  service  over  regular  routes  shall, 

along  with  all  other  such  carriers,  issue  a  single  publication  containing  the 

schedules  of  all  such  carriers  and  showing  all  connecting  schedules  requested 

to  be  shown  by  other  carriers.  Such  publication  shall  be  updated  and  reissued 

at  least  every  month,  and  the  costs  thereof  shall  be  allocated  reasonably  and 

without  discrimination  among  the  participating  carriers. 

NOTICE  OF  SCHEDULE  CHANCES 

Section  1063.6(b)  of  the  ICC's  regulations  provides  that  anv  change  in  an  existing 
regular-route  schedule  must  be  displayed  conspicuously  in  bus  terminals  and  sta- 
tions and  on  buses  "for  a  reasonable  time  before  it  becomes  effective."  The  rule  is 
deficient  because  it  fails  to  require  carriers  to  provide  notice  of  schedule  changes 
to  connecting  carriers  and  because  it  fails  to  specify  what  is  "a  reasonable  time." 

Greyhound  no  longer  provides  advance  notice  of  its  schedule  changes  to  the  other 
carriers.  Also,  the  present  rule  isineffective  because  "a  reasonable  time"  is  too  im- 
precise to  ensure  meaningful  advance  notice.  Accordingly,  ABA  and  its  co-petitioners 
in  the  petition  filed  on  January  14,  1993,  asked  the  Commission  to  require  at  least 
30  days  notice  of  schedule  changes.6  The  proposed  regulation  would  authorize  the 
Commission  to  reduce  the  notice  period  if  cause  exists. 

OPTIONAL  HONORING  OF  TICKETS 

Optional  honoring  refers  to  a  practice  under  which  a  passenger  with  a  ticket  is- 
sued by  one  carrier  may  use  the  service  of  another  carrier  with  a  more  convenient 
schedule  to  the  same  point.  Under  this  arrangement,  the  ticketing  carrier  transfers 
the  ticket  revenue,  less  a  commission,  to  the  transporting  carrier  for  the  portion  of 
the  move  performed  by  the  transporting  carrier.  The  practice  of  optional  honoring 
confers  obvious  benefits  on  passengers.  It  enables  passengers  to  take  the  next  bus 
out  and  to  travel  by  the  most  direct  route. 

Greyhound  continues  to  file  tariffs  that  abolish  optional  honoring  of  tickets  in  cer- 
tain markets.  For  example,  Greyhound  has  canceled  option  honoring  arrangements 
as  a  means  of  retaliating  against  carriers  that  apply  for  operating  authority  over 
Greyhound's  routes. 

Subject  to  such  exceptions  as  the  Commission  may  find  to  be  consistent  with  the 
public  interest,  the  Commission's  regulations  or  the  Act  itself  should  be  amended 
to  provide: 

Upon  presentation  of  an  honored  ticket  for  a  trip  or  portion  thereof  by  the 
transporting  passenger,  the  ticketing  carrier  shall  transfer  the  ticket  revenue 
covering  that  trip  or  a  portion  thereof,  less  a  reasonable  commission,  to  the 
transporting  carrier.7 


6 Fifteen  days  notice  would  be  required  in  the  case  of  a  carrier  changing  its  schedule  in  re- 
sponse to  an  announced  change  by  another  carrier  of  a  schedule  involving  the  same  point  or 
points. 

7Any  commission  greater  than  the  commission  rate  in  effect  on  July  1,  1992,  plus  a  specified 
percentage  of  the  rate,  should  be  presumed  to  be  unreasonable. 
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COMMUTER  RESERVATION  SYSTEM 

ABA  commends  Greyhound  Lines,  Inc.,  for  developing  an  electronic  reservation 
system.  Such  a  system  can  improve  service  tar  the  passengers  of  all  carriers.  When 
Greyhound  implements  its  new  electronic  reservation  system  however,  its  already 
dominant  market  power  will  be  substantially  enhanced.  As  the  experience  of  the  air- 
line industry  shows,  a  nationwide  electronic  passenger  reservation  system  carries 
with  it  an  enormous  potential  for  anticompetitive  abuse. 

In  the  Petition  filed  with  the  ICC  on  January  14,  1993,  the  petitioning  bus  asso- 
ciations and  carriers  urged  the  Commission  to  adopt  a  general  rule  providing  for 
access  to  the  new  reservation  system  by  all  carriers  at  cost  and  for  nondiscrim- 
inatory treatment  of  all  participating  carriers.  Congress  should  urge  the  Commis- 
sion to  adopt  such  a  rule  pending  the  promulgation  of  detailed  rules  along  the  lines 
of  those  imposed  on  the  airline  industry  by  the  Department  of  Transportation.8 

PRIVATE  CARRIER  RULEMAKING 

Although  we  are  not  going  to  include  a  full-blown  discussion  of  safety  issues  and 
considerations,  we  would  be  remiss  not  to  mention  one  nagging  item:  promulgation 
of  the  rule  bringing  private,  not-for-hire  carriers  under  the  coverage  of  the  Federal 
Motor  Carrier  Safety  Regulations.  This  would  include  church  and  other  buses  owned 
by  private  organizations. 

In  the  Motor  Carrier  Safety  Act  of  1984,  led  by  this  committee,  Congress  enacted 
a  provision  that  would  expand  the  FMCSR  coverage  to  include  buses  if  they  were 
engaged  in  interstate  commerce,  i.e.,  traveling  on  interstate  highways.  To  date,  the 
Department  of  Transportation  has  failed  to  conclude  a  rulemaking  to  effectuate  this. 
ABA  has  testified  in  the  intervening  years,  written  letters,  presented  legislation 
that  would  mandate  the  issuance  of  a  final  rule,  and  so  forth.  We  believe  strongly 
that  this  is  an  important  safety  consideration,  even  though  the  drivers  of  these 
buses  now  are  required  to  have  a  commercial  driver's  license.  Vehicle  inspections, 
safety  ratings,  and  other  requirements  of  the  existing  rules  still  are  not  imposed. 
Since  highway  safety  is  of  primary  concern  to  us,  we  urge  you  to  look  into  this  and 
to  ascertain  why  the  process  begun  in  1984  has  not  been  concluded. 

THE  NEED  FOR  CONGRESSIONAL  REGULATORY  OVERSIGHT 

As  the  foregoing  discussion  implies,  the  ICC  already  possesses  authority  to  arrest 
fragmentation  of  the  regular-route  segment  of  the  intercity  bus  industry  by  requir- 
ing carriers  to  work  together  in  providing  the  most  economical  and  efficient  service 
possible  to  the  traveling  public.  The  Commission's  authority  stems  from  Section 
11101(a)  of  the  Interstate  Commerce  Act  providing  that,  "a  motor  common  carrier 
shall  provide  safe  and  adequate  service,  equipment,  and  facilities."  49  U.S.C. 
11101(a).  That  authority  was  entrusted  to  the  Commission  by  the  Motor  Carrier  Act 
of  1935. 

Based  on  that  authority,  the  Commission  in  I  977  promulgated  the  regulations 
codified  at  49  C.F.R.  Part  1063  in  Regulations  Governing  the  Adequacy  of  Intercity 
Motor  Common  Carrier  Service,  129  I.C.C.  220  (1977).  These  rules  codify  the  basic 
rights  of  interstate  bus  passengers  and  are  sometimes  referred  to  as  the  bus  pas- 
sengers' Bill  of  Rights. 

Despite  the  Commission's  undoubted  power  to  compel  motor  carriers  of  passengers 
to  provide  adequate  interline  service,  the  need  for  Congressional  oversight  is  essen- 
tial. First,  there  is  a  serious  question  as  to  whether  the  Commission  possesses  the 
resources  to  insure  adequate  bus  service  to  passengers  and  small  communities. 

Secondly,  standards  on  the  adequacy  of  intercity  bus  service  should  be  reviewed 
in  the  light  of  11  years  of  economic  deregulation  and  five  years  of  experience  with 
only  a  single,  nationwide,  regular-route  bus  operator.  In  drastically  curtailing  the 
scope  of  regulation  in  1982,  the  Congress  did  not  anticipate  that  one  carrier  would 
capture  a  75  percent  share  of  the  market  for  regular-route  intercity  bus  service. 

And,  finally,  the  Commission  should  be  directed  to  revisit  its  adequacy  of  service 
regulations  in  the  light  of  the  following  overriding  objectives.  Every  interstate  bus 
passenger,  whether  traveling  in  single-line  or  joint-line  service,  is  entitled  to  know 
the  bus  schedules  between  all  points  in  the  United  States;  to  have  adequate  advance 
notice  of  changes  in  schedules;  to  use  the  most  convenient  bus  service  available 
when  a  ticket  to  the  desired  destination  has  been  purchased;  and  to  have  access  to 
any  reservation  system  that  any  carrier  may  establish. 


8 14  C.F.R.  Part  255,  as  amended  and  reissued  on  September  15,  1992.  57  Fed.  Reg.  43780 
(September  22,  1992). 
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CONCLUSION 


Intercity  bus  transportation  can  and  should  be  improved  by  more  balanced  Fed- 
eral promotional  policies  and  by  more  effective  ICC  regulation  aimed  at  providing 
more  economical  and  efficient  service  for  bus  passengers. 

On  behalf  of  the  American  Bus  Association,  I  deeply  appreciate  this  opportunity 
to  express  the  views  of  the  industry  on  matters  of  vital  concern. 

Senator  Exon.  Mr.  Blunt,  thank  you  very  much.  I  am  pleased  to 
recognize  Senator  Gregg  now  for  any  comments  or  questions  that 
he  might  have. 

Senator  Gregg.  Thank  you,  Mr.  Chairman. 

I  just  wanted  to  come  here  and  acknowledge  Mr.  Blunt's  pres- 
ence. I  appreciate  him  coming  down  and  giving  us  his  thoughts  on 
transportation,  and  especially  the  bus  industry.  He  has  built  in  the 
northern  New  England  area  a  very  fine  organization  which  is  ex- 
tremely, highly  regarded,  which  employs  over  100  people,  carries 
over  100,000  passengers  a  year,  and  pays  its  taxes,  all  of  which  is 
very  much  appreciated. 

The  issue  of  rural  transportation  is  a  core  problem  for  all  of  us 
who  live  in  States  that  have  high  rural  densities  or  a  high  amount 
of  rural  communities.  And  the  capacity  to  reach  those  rural  com- 
munities is  really  tied  to  the  capacity  to  have  an  effective  private 
bus  system.  We  have  proven  time  and  again  that  highly  subsidized 
transportation  into  these  communities  does  not  work,  and  that  if 
you  are  going  to  have  a  successful  effort  you  have  to  basically  have 
a  private  system  that  is  effective. 

To  have  a  private  bus  system  that  is  effective,  you  basically  have 
to  have  the  cross-subsidization  which  occurs  from  having  main 
trunk  routes  available  for  bus  systems  to  take  advantage  of  and  to 
have  feeder  systems  from  the  rural  communities  into  the  trunk 
routes. 

Amtrak  is  a  very  critical  issue,  as  to  whether  or  not  rural  areas, 
such  as  northern  New  England,  will  continue  to  have  a  viable  bus 
system.  When  you  bring  in  Amtrak,  and  you  bring  it  in  at  highly 
subsidized  rates,  it  becomes  very  clear  very  quickly  that  Amtrak  is 
basically  creaming  off  the  passengers  who  are  necessary  to  make 
the  rest  of  the  bus  systems  into  the  rural  areas  successful.  And 
when  you  see  the  subsidy  that  is  tied  into  the  Amtrak  system,  it 
becomes  unconscionable. 

The  Portland  to  Boston  proposal  will  cost  something  in  the  vicin- 
ity, I  believe,  of  $30  million;  that  is  the  New  Hampshire  estimation 
of  what  the  Federal  Government  would  have  to  bear,  the  overall 
cost.  The  cost  to  the  State,  as  a  result  of  costs  which  would  be  in- 
curred in  order  to  upgrade  the  tracks  and  crossings  at  various 
highway  places,  we  estimated,  to  be  $3.5  million  in  capital  expendi- 
ture. 

It  just  makes  very  little  sense  when  you  recognize  that  the  esti- 
mated daily  passenger  traffic  coming  out  of  New  Hampshire  on 
Amtrak  would  be  somewhere  in  the  vicinity,  I  believe,  of  280  people 
going  to  Boston.  We  have  an  average  movement  on  our  highways 
coming  out  of  New  Hampshire  headed  toward  Boston  of  somewhere 
in  the  vicinity  of  80,000.  So,  the  idea  that  it  would  have  a  signifi- 
cant impact  even  on  the  amount  of  people  moving  toward  Boston 
and  their  transportation  activity  is  a  little  hard  to  accept. 
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What  has  had  a  significant  positive  impact  on  transportation  in 
New  Hampshire  is  to  have  a  viable  bus  industry  and  a  competitive 
private  sector  bus  industry.  To  bring  in  Amtrak  with  these  high 
subsidies  and  undermine  an  already  existing  viable  bus  industry  is, 
in  my  opinion,  a  very  serious  mistake,  one  that  is  not  only  costly 
in  direct  subsidy  to  the  taxpayers,  but  indirectly  very  costly  to  the 
taxpayers  as  we  will  lose  the  rural  transportation  system  of  the  bus 
system,  and  we  also  will  lose  the  tax  revenues  from  the  bus  system. 

So,  I  would  hope  that  this  committee  would  consider  that  seri- 
ously as  we  go  down  the  road  of  evaluating  the  effects  of  bus  trans- 
portation. I  know  that  the  concentration  of  this  hearing  has  been 
on  intercity  issues,  but  there  are  a  lot  of  rural  concerns  that  we 
have  in  the  area  of  bus  transportation,  and  certainly  the  subsidy 
issue  is  one  of  the  primary  ones. 

I  thank  Mr.  Blunt  for  being  here  today,  and  I  appreciate  his 
summarizing  those  views  so  accurately  in  his  statement. 

Thank  you. 

Senator  Exon.  Senator  Gregg,  thank  you  very  much. 

Let  me  start  with  some  general  questions  here  of  the  panel. 
From  what  I  have  heard  here  today,  I  tend  to  think  that  perhaps 
things  are  not  working  as  well  as  they  should.  That  is  why  we  are 
holding  this  hearing.  How  has  the  1982  Bus  Act  influenced  the 
adequacy  of  passenger  service  to  the  public?  What  role  can  and 
should  the  Government  play  in  addressing  problems  of  the  intercity 
bus  industry? 

I  know  that  is  a  general  question,  and  it  is  designed  to  be  a  gen- 
eral question  to  give  each  of  you  a  chance  to  respond  as  best  you 
can.  We  will  start  with  you,  Mr.  Farris. 

Mr.  Farris.  Well,  Senator  Exon,  I  think  that  the  1982  act  did  a 
great  deal  in  improving  bus  service  throughout  the  Nation.  I  know 
it  has  certainly  helped  us  in  Texas  to  extend  out  to  other  areas 
that  we  had  not  been  serving.  And  of  the  rural  transportation 
areas  that  we  are  serving,  probably  one-half  of  the  cities  that  we 
serve  in  south  Texas  are  a  direct  result  of  that  act. 

We  actually  serve  48  towns  and  communities  in  south  Texas  that 
we  are  the  only  service  provider.  More  than  one-half  of  those  cities 
and  towns  and  little  communities  did  not  have  bus  service  until  we 
started  service.  And  not  only  are  we  serving  the  passengers,  the 
people  that  live  in  those  communities,  but  also  we  are  the  only 
package  express  transportation  provider  to  those  towns. 

And  I  think  it  has  been  a  good  act. 

Senator  Exon.  Mr.  Blunt. 

Mr.  Blunt.  Mr.  Chairman,  I  think  truly  the  deregulation  act  has 
improved,  in  many  respects,  the  bus  industry.  I  think  one  of  the 
problems  that  existed,  though,  is  that,  candidly,  still,  60  percent  of 
the  industry  is  controlled  by  one  carrier.  And  I  think  no  matter 
what  industry  you  are  in,  that  creates  an  awesome  responsibility 
for  the  management  of  that  one  dominant  entity.  Whether  it  be  the 
airline  industry  or  the  bus  industry,  it  creates  a  unique  and  special 
kind  of  environment. 

I  think  that  environment  can  work.  I  think  these  hearings  are 
all  about  making  sure  that  that  environment  works.  I  think  the 
American  Bus  Association  generally  has  applauded  the  deregula- 
tion. The  charter  and  tour  aspects  have  flourished  in  this  environ- 
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ment.  I  think  there  is  the  potential  for  increased  regular  route  op- 
portunity in  the  intercity  bus  business. 

In  my  particular  company  situation,  we  have  had  a  splendid  op- 
portunity to  expand  regular  route  service  in  the  southern  parts  of 
New  Hampshire,  and  very  effectively.  And  I  think  we  have  pro- 
vided a  much  needed  service  to  a  lot  of  our  points. 

I  think  there  needs  to  be  some  fine-tuning  in  this  environment 
because  of  the  uniqueness  of  our  industry.  I  think  that  can  be  ac- 
complished. I  hope  that  Greyhound  will  come  to  this  discussion 
with  us,  openly,  with  the  ICC,  and  we  can  all  work  to  find  a  better 
way  to  make  the  system  work. 

Senator  Exon.  Mr.  Evans. 

Mr.  Evans.  Mr.  Chairman,  I  have  to  echo  Mr.  Blunt's  remarks. 
First  of  all,  our  company  is  a  deregulation  company,  and  so  I  would 
be  quite  hypocritical  if  I  were  not  a  fan  of  deregulation.  Deregula- 
tion itself,  I  think  almost  everybody  believes,  has  worked  and 
worked  very  well.  At  the  same  time,  I  am  forced  to  point  out  what 
Mr.  Blunt  did,  and  that  is  that  we  unfortunately  have  a  very  a  very 
dominant  carrier  now,  with  the  collapse  of  Trailways  Lines,  Inc., 
and  its  absorption  into  Greyhound  who  controls  not  just  the  major 
routes,  but  almost  all  of  the  major  terminals. 

And  while  we  have  deregulation  legally,  really  those  of  us  who 
operate  the  independent  companies  are  living  in  a  regulated  envi- 
ronment except  that  Greyhound  is,  in  essence,  the  regulatory  agen- 
cy. And  that  sort  of  puts  the  fox  in  charge  of  hen  house.  That  is 
our  concern. 

Senator  Exon.  Mr.  Schmieder. 

Mr.  Schmieder.  Yes,  Mr.  Chairman.  Like  my  colleagues,  I  think 
the  1982  act  did  a  lot  for  the  bus  industry.  First  of  all,  the  flexibil- 
ity that  was  allowed  in  terms  of  business  was  probably  the  best 
thing  that  happened  out  of  the  1982  act. 

With  regard  to  some  of  the  other  comments  about  the  respon- 
sibility that  Greyhound  has,  we  certainly  recognize  that.  It  is  a 
unique  position.  It  may  be  a  unique  position  not  unlike  what  IBM 
had  years  ago.  The  thing  that  has  taken  place  recently,  however, 
is  that  Greyhound  got  a  lot  smaller.  It  is  not  the  same  size  that 
it  was  in  1987  or  1990,  even.  And  the  other  carriers,  the  new  Trail- 
ways  organization,  is  actually  stronger  than  the  old  Trailways  or- 
ganization. And  I  think  that  that  competition  in  the  25  percent  of 
the  markets  that  we  deal  in  is  quite  vigorous  and  good  for  the  cus- 
tomer. 

Seventy  percent  of  Greyhound's  business  is  almost  noncompeti- 
tive— 2,300  locations  that  we  go  to  are  in  rural  cities.  In  some 
cases,  we  are  the  only  bus  service  there.  We  have  been  champions 
of  lower  ticket  prices.  We  believe  that  is  really  how  you  get  people 
back  on  the  bus,  and  lowering  costs.  And  so  we  thing  the  1982  act 
was  the  right  way  to  go,  and  we  think  the  study  proposed  by  the 
ICC — we  applaud  that.  We  think  that  is  a  good  move. 

Senator  Exon.  I  have  listened  to  each  of  you  and  your  responses 
to  my  question  very  carefully.  We  are  continually  perplexed  here 
by  receiving  similar  comments  from  the  leaders  in  other  industries, 
especially  the  airline  industry.  Everybody  applauds  the  deregula- 
tion of  the  airlines.  Everybody  applauds  the  partial  deregulation  of 
the  trucking  industry.  Everybody  applauds  trie  deregulation  of  the 
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bus  industry.  Except,  it  does  not  seem  to  be  working.  Everybody  is 
going  broke. 

Maybe  I  just  do  not  understand  the  situation,  but  I  would  just 
say  what  one  person  who  is  involved  in  this  sees.  The  Secretary  of 
Transportation,  as  you  know,  is  very  much  concerned  about  the 
basic  transportation  industry,  the  airline  industry,  and  what  that 
is  going  through.  The  airline  industry  is  different  from  the  bus 
transportation  industry  because  there  are  three  or  four  major  car- 
riers still  surviving.  But  that  also  is  a  very  ailing  business  gen- 
erally. 

In  listening  to  the  testimony  today,  though,  and  the  comments  by 
Senator  Gregg,  I  am  struck  by  the  different  perspectives  of  geo- 
graphical areas  of  the  United  States.  I  can  assure  you  that  while 
in  Nebraska  there  is  some  competition  between  the  bus  companies 
and  Amtrak,  there  is  very  little.  We  are  a  very  large  geographical 
State,  unlike  Maine  and  Vermont  and  New  Hampshire.  Those  rel- 
atively small  areas,  from  what  I  understand  you  are  saying,  Mr. 
Blunt,  where  you  have  competition  between  Amtrak  and  the  bus 
lines  for  potential  customers  of  either  the  bus  lines  or  Amtrak 
going  from  point  A  to  point  B.  That  is  not  true  in  Nebraska.  I  just 
make  the  point  here  to  show  you  how  complicated  this  whole  thing 

is. 

I  understand  that  Senator  Mitchell  has  a  statement  that  he 
would  like  to  insert  in  the  record  to  help  clarify  the  other  side  of 
the  story,  so  to  speak,  on  the  matter  that  you  very  properly  have 
Drought  up.  We  will  hold  the  record  open  for  that  statement. 

Back  to  the  bus  industry.  What  do  you  have  to  say,  Mr. 
Schmieder,  about  the  complaints  that  we  have  heard  here  this 
morning,  at  least  from  Nebraska  and  other  places,  that  although 
the  access  fee  for  your  bus  terminals  used  to  be  worked  out  very 
conveniently  on  a  noncontroversial  basis — that  you,  Greyhound, 
have  made  significant  increases  in  access  fees  to  feeder  lines.  I 
want  to  give  you  a  chance  to  respond  to  that.  Is  that  unique  to  Ne- 
braska, or  are  there  other  places  where  that  has  been  a  problem? 

Mr.  Schmieder.  No,  Mr.  Chairman.  Actually,  when  we  emerged 
from  bankruptcy  we  looked  at  all  of  our  costs,  and  an  interesting 
contrast  here  is  that  Greyhound  had  not  raised  its  terminal  fees 
since  1987.  By  comparison,  a  brand  new  bus  manufactured  by  the 
leading  manufacturer  in  the  United  States  at  point  in  time  cost 
$180,000.  That  same  bus  today  would  cost  upward  of  $240,000. 
This  is  a  $60,000  increase,  or  30  percent. 

Greyhound  had  not  raised  its  prices  in  the  terminals  since  1987. 
We  went  back  and  looked  at  the  proportion  of  usage  by  every  car- 
rier in  every  one  of  our  terminals,  and  we  found  that  in  some  cases 
we  were  a  minority  user  of  the  terminal,  but  paid  a  majority  of  the 
costs.  For  instance,  in  Syracuse  the  competing  and  interlining  car- 
riers made  up  60  percent  of  the  capacity  and  schedules  of  the  ter- 
minal, but  paid  far  less  than  50  percent  of  that  terminal's  costs. 

We  adjusted  across  that  board,  even  handled  investment  for 
every  carrier,  whether  they  were  a  competitor  or  an  interline  feed 
carrier,  using  the  same  approach  in  every  case,  in  some  cases  the 
fees  did  go  up  by  as  much  as  50  percent,  but  in  other  cases  they 
went  down. 
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In  Sioux  City,  for  instance,  which  borders  your  State,  we  lowered 
the  cost  15  percent.  Now,  Sioux  City  to  Norfolk  was  a  run  that  one 
of  the  carriers  dropped,  and  supposedly  over  terminal  fees.  How- 
ever, we  lowered  the  cost  in  that  particular  city  so  that  could  not 
have  been  the  reason. 

With  regard  to  the  reservation  system — we  have  yet  to  build  the 
reservation  system.  It  is  only  in  a  test  mode.  Now,  we  believe  that 
it  can  be  deployed,  and  when  we  learn  how  to  operate  it,  which  will 
take  us  some  time — we  are  only  going  to  have  it  in  200  locations 
by  June — it  would  be  able  to  serve  all  the  industry. 

Another  issue  that  came  up  was  the  bus  guide.  When  we  looked 
at  our  costs,  Greyhound  was  subsidizing  the  bus  guide.  And  I  have 
to  tell  you,  it  had  not  been  changed  since  the  1800's.  It  actually 
mimics  an  1800's  Scottish  train  schedule.  That  is  the  way  the  sys- 
tem looks.  We  looked  to  develop  a  more  readable,  usable  bus  guide. 

Now,  our  bus  guides  are  available  to  everyone.  All  they  have  to 
do  it  request  them.  But  we  were  paying  over  $1  million  to  subsidize 
that  directory.  We  will  be  glad  to  make  the  information  available 
to  that  printer,  but  we  certainly  are  not  going  to  subsidize  the  bus 
guide. 

With  regard  to  this  interlining  issue,  Greyhound  does  support 
interlining  with  regard  to  one  type  of  ticket—Greyhound  promoted 
tickets.  We  spend  more  than  $40  million  a  year  in  marketing.  With 
regard  to  promoted  tickets,  we  want  to  be  able  to  recoup  our  costs. 

Now,  what  is  a  promoted  ticket?  That  is  a  discount  fare  where 
you  pay  anywhere  from  a  50-  to  a  20-percent  discount.  And  as  I 
mentioned,  we  have  a  current  one  going  on  now  called  See  Amer- 
ica. We  also  have  the  small  town  America  fares.  We  heard  earlier 
about  people  having  difficulty  getting  to  VA  hospitals  and  so  forth. 
We  particularly  picked  out  small  towns  in  the  United  States  where 
you  could  travel  for  one-half  price  all  during  the  week  to  limita- 
tions such  as  VA  hospitals.  It  turns  out  you  can  travel  for  as  little 
as  5  cents  a  mile. 

Now,  for  other  carriers,  they  have  to  write  a  similar  tariff  to  pro- 
vide their  services,  which  none  have  done  to  my  knowledge  at  this 
point  in  time.  What  they  want  to  do  is  run  a  full  price  ticket  for 
their  tickets,  and  then  top  off  with  Greyhound's  discounted  tickets, 
and  expect  us  to  pay  them  for  carrying  passengers  for  whom  we 
have  empty  space  and  have  promoted.  I  do  not  feel  that  is  anti- 
competitive at  all. 

I  think  what  we  have  is  a  situation  where  there  is  vigorous  com- 
petition. The  bus  industry  is  not  dying  now.  If  you  look  at  the  top 
class  1  carriers,  the  majority  of  them  are  profitable  and  making 
more  money  than  they  did  in  1985. 

Senator  Exon.  Does  anyone  wish  to  comment?  Mr.  Evans. 

Mr.  Evans.  Mr.  Chairman,  just  a  couple  of  things.  We  have  had 
some  discussion  about  this,  and  I  think  the  vast  majority  of  the 
independent  carriers  would  be  delighted  to  pay  a  proportionate 
share  of  the  promotional  cost  of  the  special  fares.  That  is  some- 
thing that,  up  until  now,  we  have  not  been  given  the  opportunity 
to  do. 

A  second  point  would  be  with  regard  to  the  terminal  charges.  I, 
of  course,  cannot  say  to  you  that  I  am  knowledgeable  about  all  of 
Greyhound's  costs.  But  on  the  issue  that  the  charges  had  not  been 
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increased  since  1987,  those  charges  are  essentially  rates  of  commis- 
sion where  they  were  not  prorated  costs.  And  realtors  do  not  usu- 
ally go  around  raising  the  commission,  they  get  their  increase  be- 
cause the  value  of  the  property  goes  up.  And  I  think  rates  of  com- 
mission ought  to  be  able  to  remain  static  and  be  taken  care  of  in 
normal  inflationary  adjustments. 

Senator  Exon.  Mr.  Farris. 

Mr.  Farris.  Senator  Exon,  I  am  generally  aware  of  the  increased 
rents  that  were  discussed,  but  I  can  tell  you  specifically  for  my 
company  that  on  August  18,  our  old  rental  agreements  were  can- 
celed, and  we  were  presented  with  new  terminal  agreements.  And 
those  new  terminal  agreements  provided  for  a  new  docking  fee, 
which  meant  that  after  a  certain  number  of  schedules  that  de- 
parted the  terminal,  for  each  terminal,  each  departure  above  that 
number  we  would  pay  an  additional  fee  or  a  docking  fee. 

In  our  case,  the  additional  increase  in  docking  fees  has  the  tend- 
ency to  put  a  chill  on  our  company  adding  additional  service,  add- 
ing more  service  for  the  public.  If  the  company  sees  that  there  is 
a  need  the  public  has  for  new  service  or  additional  service,  to  put 
a  new  schedule  on,  if  you  have  to  pay  a  pretty  heavy  docking  fee, 
that  chills  the  thought  of  putting  additional  service  on. 

But  in  our  case,  the  docking  fees  would  amount  to  an  additional 
$143,810  per  annum.  This  is  in  addition  to  an  increase  of  $133,000 
in  our  base  rent.  In  sum,  our  rent  would  jump  over  94.6  percent, 
from  $292,740  in  1991  to  $569,682  in  subsequent  years. 

So,  it  does  mesh  in  with  the  experience  in  Nebraska. 

Senator  Exon.  Mr.  Blunt,  do  you  have  anything  to  add? 

Mr.  Blunt.  No,  I  do  not. 

Senator  Exon.  Let  me  ask  the  question  about  industry  schedules. 
It  was  touched  on  a  little  by  Mr.  Schmieder.  It  has  been  suggested 
that  the  industry  should  establish  a  group,  including  Greyhound  of 
course,  to  investigate  the  issue  of  computer  reservations  and  de- 
velop an  industry-wide  system  which  could  be  bid  out  for  develop- 
ment and  implementation.  If  Greyhound's  system  is  found  the  most 
suitable,  then  perhaps  Greyhound  could  be  compensated  for  its  de- 
velopment costs. 

What  are  your  responses  to  such  a  suggestion?  Does  it  have  any 
merit?  Would  any  of  you  be  willing  to  participate  in  such  a  task 
force,  and  if  so  under  what  ground  rules? 

Mr.  Blunt. 

Mr.  Blunt.  Well,  I  can  speak  specifically  to  my  own  company. 
We  serve  points  where  we  compete  with  a  Greyhound  subsidiary, 
Vermont  Transit,  and  we  serve  points  that  we  are  the  only  carrier 
in.  I  think  our  concern  is  that  the  members  of  the  public  that  are 
served  by  points  where  Greyhound  does  not  have  service  should  not 
be  denied  easy  access  at  a  connection  point,  say,  in  Boston  on  to 
a  Greyhound  bus.  That  that  information  should  be  made  readily 
available  to  a  point  like  Littleton,  NH  which  is  in  the  White  Moun- 
tains, and  that  fare  information  should  be  readily  available  for 
them.  And  there  should  be  an  ease  for  the  public  to  be  able  to 
board  our  bus  in  Littleton,  NH.  If  they  tie  into  a  reservation  sys- 
tem, that  reservation  system  should  be  convenient  and  not  onerous 
for  the  customer  who  is  served  at  some  rural  point. 
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And  I  think  that  is  the  concern  that  a  lot  of  us  have  with  what 
we  see  so  far.  And  clearly  the  Greyhound  reservation  system  is  in 
its  infancy.  And  I  think  they  should  clearly  be  given  the  oppor- 
tunity to  get  the  bugs  out  of  it.  But  what  we  are  seeing  early  on 
in  this  is  a  system  that  could  limit  the  ability  of  someone  from 
some  outlying  system,  that  is  not  a  Greyhound  originated  pas- 
senger, maybe  being  given  second  shift  in  terms  of  access  onto  a 
Greyhound  bus  throughout  the  United  States. 

Senator  Exon.  Mr.  Evans. 

Mr.  Evans.  Mr.  Chairman,  I  think  the  majority  of  our  members, 
if  not  all,  would  be  delighted  to  participate  in  sucn  a  study  of  a  pos- 
sible neutral,  unbiased  system,  and  that  it  would  be  expected  that 
we  would  somehow  pay  our  fair  share  of  the  cost  of  that  system. 

Senator  Exon.  Mr.  Schmieder,  you  have  touched  on  it.  Do  you 
have  anything  to  add? 

Mr.  Schmieder.  Well,  I  think  it  is  important  to  note  that  for 
years  the  industry  made  an  attempt  to  build  a  reservation  system. 

When  Greyhound  started  to  raise  the  issue  of  a  reservation  sys- 
tem, no  one  came  forward  and  said,  we  would  like  to  participate. 
Greyhound  has  spent  its  own  money.  And  when  you  employ  what 
we  put  in  terms  of  software  development  with  our  telephone  infor- 
mation system,  which  is  the  only  one  which  answers  telephones  on 
a  national  basis  for  information,  we  have  something  in  excess  of 
$30  million  to  $40  million  invested  in  those  systems. 

I  think  to  say  to  Greyhound,  you  know,  now  we  are  going  to  go 
a  different  direction  at  this  point  in  time  would  be  onerous,  to  say 
the  least. 

But  with  regard  to  accessibility,  the  day  that  Greyhound  system 
is  deployed  100  percent,  any  carrier  or  any  passenger  who  wishes 
to  have  a  reservation  on  Greyhound  can  have  it  by  merely  calling 
and  making  a  reservation.  Now,  if  one  did  not  want  to  have  a  res- 
ervation, they  would  have  to  do  the  same  thing  they  do  today  in 
interlining,  and  that  is  you  hope  that  there  is  an  empty  seat  when 
you  get  off  of  an  American  Bus  Lines  and  onto  a  Greyhound,  or  a 
Greyhound  to  American  Bus  Lines.  Today,  you  have  to  hope  that 
there  is  a  seat  there.  That  will  not  be  the  case  with  the  reservation 
system. 

Now,  we  do  not  envision  a  reservation  system  that  would  be  op- 
erated by  travel  agents,  but  one  that  is  a  network  system  in  which 
you  call  into  basically  a  phone  bank.  There  is  no  reason  that  as 
this  system  develops  that  other  carriers  could  not  participate  in  it. 

And  with  regard  to  what  Mr.  Blunt  has  brought  up,  an  area  like 
White  River  would  be  difficult  to  put  on  immediately,  but  it  would 
not  be  out  of  the  question  in  the  next  few  years,  if  other  carriers 
wanted  to  have  someone  else  manage  the  system. 

Senator  Exon.  I  just  would  say  that,  sitting  here  listening  to  this 
testimony,  I  cannot  help  but  be  struck  about  how  things  that  ap- 
pear so  dissimilar  become  so  similar.  From  the  statements  that  you 
just  made — I  am  not  being  critical,  I  am  just  making  an  observa- 
tion— you  sound  like  United  and  American  Airlines,  Mr. 
Schmieder,  in  relationship  to  the  reservation  system  in  the  airline 
industry. 

So,  here  we  are  repeating  ourselves  again.  And  I  understand  that 
those  who  take  the  lead  in  this  and  pay  for  it  should  not  have  to 
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give  it  away  to  someone  else  that  has  not  paid  for  it.  Therein  lies 
the  dilemma. 

Any  other  comments  on  this  particular  point? 

Mr.  Schmieder.  Yes.  Next  week  we  are  holding  a  panel  discus- 
sion at  Greyhound  with  a  number  of  carriers  who  have  contacted 
me  about  being  interested  in  the  reservation  system,  in  automated 
filing  of  prices  and  automated  tariff  filing.  That  will  be  the  first 
time  that  anyone  has  ever  approached  us  and  said  they  wanted  to 
participate  or  would  like  to  get  information  with  regard  to  it. 

Senator  Exon.  I  have  one  last  question  I  would  ask  of  the  panel. 
It  was  suggested  in  the  testimony  that  if  the  Federal  Government 
is  going  to  support  high-speed  rail  and  aviation  development,  then 
the  administration  should  help  fund  the  next  generation  of  over- 
the-road  buses. 

How  do  you  see  such  a  Federal  program  evolving,  and  how  much 
do  you  believe  it  would  cost? 

Mr.  Blunt.  Mr.  Chairman,  I  think  especially  when  it  comes  to 
the  issue  of  compliance  with  the  ADA  regulations,  which  I  think 
the  industry  is  struggling  to  deal  with  and  which  it  is  eager  to  deal 
with,  there  may  well  be  the  need,  and  I  made  that  in  my  remarks, 
for  Government  assistance,  and  it  may  be  a  private-public  coopera- 
tive effort  to  develop  a  design  that  is  not  so  price-prohibitive  that 
the  industry  cannot  make  these  accommodations  for  our  buses. 

So,  clearly,  from  one  carrier  point  of  view  I  think  there  is  going 
to  be  the  need  for  this  kind  of  assistance. 

Senator  Exon.  Any  other  comment  there? 

Mr.  Schmieder.  Yes,  Mr.  Chairman,  I  touched  on  that  in  my 
opening  remarks.  I  do  believe  we  need  some  help  in  the  area  of  re- 
search. There  is  only  one  viable  U.S.  manufacturer  of  intercity 
buses  at  this  point  in  time.  It  is  a  very  small  industry,  not  like  the 
big  three  in  the  automobile  industry,  and  consequently  I  do  think 
we  need  some  research  support. 

Senator  Exon.  How  many  manufacturers  of  buses  were  in  the 
United  States  10,  15  years  ago?  You  say  there  is  only  one  left. 

Mr.  Schmieder.  One  viable.  There  are  others,  but  they  are  pri- 
marily transit,  and  we  find  that  only  the  Motor  Coach  Industries 
bus  manufactured  in  the  United  States,  which  is  a  U.S.  manufac- 
turer, is  viable.  The  rest  are  basically  foreign  manufacturers. 

Senator  Exon.  What  percentage  of  the  commercial  buses  in  the 
United  States  today  have — what  percentage  of  foreign  manufac- 
tured buses  are  we  driving  in  our  system  today,  would  you  guess? 

Mr.  Schmieder.  I  would  think  no  more  than  20  percent. 

Senator  Exon.  No  more  than  20  percent  foreign,  is  that  about 
right? 

Mr.  Evans.  Yes  and  no,  Mr.  Chairman.  It  is  probably  right,  ex- 
cept that  the  domestic  manufacturer  itself  produces  a  large  portion 
of  this  vehicle  in  Canada  and  then  completes  their  production  up 
in  North  Dakota,  and  so  there  really,  today,  I  do  not  think  is  a 
wholly  domestically  manufactured  bus  on  the  road. 

Senator  Exon.  Thank  you.  That  is  a  good  point. 

Gentlemen,  there  will  be  additional  questions  for  the  record  that 
we  would  appreciate  your  responding  to  as  quickly  as  possible. 

If  I  did  not  say  it  earlier,  I  reiterate  that  your  full  written  state- 
ments, without  objection,  are  incorporated  and  made  a  part  of  the 
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record  and  we  thank  you  very  much  for  coming  here  today  and 
helping  us  in  our  continued  oversight  proceedings  with  regard  to 
the  ICC  and  this  very  important  industry  that  you  represent. 

Thank  you  all  very  much,  and  we  are  adjourned. 

[Whereupon,  at  11:35  a.m.,  the  subcommittee  adjourned.l 


APPENDIX 


Prepared  Statement  of  Senator  Mitchell 

Mr.  Chairman,  I  appreciate  the  opportunity  to  address  some  of  the  issues  raised 
in  today's  hearing  about  the  potential  effect  of  restoration  of  Boston-to-Maine  pas- 
senger rail  service  on  bus  service  in  the  region.  I  believe  the  proposed  service  to 
Maine  has  the  potential  to  nationally  demonstrate  how  two  modes  of  transportation 
can  work  together  to  supplement  and  enhance  each  other,  and,  perhaps  more  impor- 
tantly, how  such  a  system  can  reduce  the  number  of  single-occupancy  vehicles  cur- 
rently clogging  New  England's  highways. 

The  creation  of  an  intermodal  transportation  system  was  one  of  the  primary  goals 
of  the  Intermodal  Surface  Transportation  Efficiency  Act  of  1991  (ISTEA).  The  Bos- 
ton-to-Maine rail  line  was  authorized  in  that  Act.  In  1992,  with  the  full  support  of 
every  Senator  from  Maine,  New  Hampshire  and  Massachusetts,  funds  to  begin  this 
project  were  secured. 

The  restoration  of  passenger  service  from  Boston-to-Maine  is  a  very  high  priority 
for  my  State.  It  was  the  subject  of  the  first  citizen-initiated  legislation  ever  enacted 
in  the  State's  history.  The  evidence  of  strong  support  is  further  proven  by  the  fact 
that  despite  enormously  difficult  budgetary  problems,  the  State  has  already  passed 
a  bond  issue  dedicating  funds  for  the  capital  improvements  necessary  to  upgrade  the 
rail  line. 

The  project  has  received  strong  support  from  the  State  of  Massachusetts,  and  leg- 
islation in  support  of  the  rail  service  was  also  recently  passed  by  the  New  Hamp- 
shire Senate.  I  am  enclosing  a  copy  of  Senate  Concurrent  Resolution  1,  State  of  New 
Hampshire,  to  be  inserted  in  the  Record  following  my  statement. 

Restoration  of  the  Boston-to-Maine  service  diners  from  other  lines  because  it's  not 
being  pursued  purely  as  a  rail  project.  The  project  consultants  voluntarily  conducted 
an  "alternative  analysis"  as  part  of  their  planning,  which  examined  the  following 
options: 

1)  the  "No-build"  alternative; 

2)  Passenger  Rail  Service; 

3)  Enhanced  Bus  Service; 

4)  an  Integrated  Passenger  Rail  and  Bus  Service  Option. 

The  fourth  option,  the  Integrated  Passenger  Rail  and  Bus  Service,  proved  by  far 
to  have  the  highest  projected  ridership.  It  is  the  option  the  State  of  Maine  is  pursu- 
ing. The  proposed  service  will  have  four  roundtrip  trains  trips  per  day,  supple- 
mented by  three  roundtrip  bus  trips. 

From  its  inception,  it  is  an  example  of  how  these  two  modes  can  and  should  work 
together.  In  the  initial  planning  stage  the  Maine  Department  of  Transportation 
(MDOT)  sent  an  invitation  to  all  existing  intercity  bus  and  potential  feeder  services, 
soliciting  comments  on  how  passenger  rail  and  existing  bus  services  could  best  work 
together  to  complement  and  enhance  each  others'  service. 

According  to  MDOT,  discussions  over  the  past  six  months  have  led  to  many  exam- 
ples of  cooperation — cooperation  that  will  benefit  the  two  types  of  service  providers, 
as  well  as  the  passengers  they  serve. 

•  One  bus  service,  identified  as  the  "preferred"  intercity  service,  has  been  invited 
to  participate  in  a  transferrable  ticket  program:  A  rider  would  buy  one  roundtrip 
ticket  ana  use  it  on  either  mode,  taking  a  train  in  to  work  in  the  morning  and  a 
bus  home  in  the  evening,  or  vice-versa. 

•  The  same  private  bus  service,  which  currently  provides  non-stop  intrastate 
service  from  Bangor  to  Portland,  Maine,  has  been  asked  to  add  one  stop  on  its  route, 
mid-state,  at  times  that  coincide  with  the  train's  schedule.  It  is  anticipated  that 
both  the  bus  company  and  the  rail  service  will  benefit  from  the  new  market  of  pas- 
sengers who  will  use  the  long-distance  "feeder"  service  to  reach  and  return  from  the 
rail  station. 

During  today's  hearing  a  claim  was  made  that  the  proposed  Boston-to-Maine  serv- 
ice would  "jeopardize  the  future  of  bus  service"  in  the  area.  None  of  us  can  predict 
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the  future,  but  I  can  say  with  certainty  there  is  no  historical  basis  for  making  such 
a  claim. 

It  is  based  on  the  erroneous  statement,  also  made  at  this  hearing,  that  Amtrak 
"subsidies"  are  a  major  contributing  cause  to  the  declining  number  of  regular-route 
bus  passengers.  There  is  no  basis  for  this.  The  claim  that  the  drop  in  dus  riders 
from  75  million  in  1983  to  fewer  than  half  that  number  today  cannot  be  attributed 
to  Amtrak. 

Amtrak  ridership  has  increased  from  16.6  million  passengers  in  1972  to  approxi- 
mately 21.3  million  in  1992.  Yet  more  than  37  million  passengers  have  abandoned 
intercity  bus  service  over  the  last  decade.  If  Amtrak  had  siphoned  off  all  these  trav- 
elers, Amtrak's  annual  ridership  would  be  a  great  deal  higher  than  21  million  peo- 
ple. However  these  37  million  missing  passengers  are  traveling,  most  of  them  don't 
seem  to  be  taking  Amtrak. 

There  is  no  historical  evidence  of  which  I  am  aware  that  proves  any  type  of  rela- 
tionship, positive  or  detrimental,  between  Amtrak  and  intercity  bus  service.  In  1970, 
before  Amtrak  even  existed.  Class  I  bus  service  carried  14.17  billion  passenger 
miles.  In  1971,  Amtrak  eliminated  one  half  of  all  the  intercity  passenger  trains  in 
the  nation.  Yet  in  1972,  with  one  half  of  its  supposed  "competition  eliminated, 
Class  I  bus  lines  served  only  13.58  billion  passenger  miles.  Ridership  declined. 
Clearly,  discontinuing  train  service  did  not  automatically  aid  bus  lines. 

Many  theorize  that  the  discontinuation  of  the  rail  lines  contributed  to  the  de- 
crease in  bus  ridership.  If  that  is  true,  so  is  the  converse:  the  restoration  of  rail  lines 
should  aid  bus  lines. 

Fd  like  to  submit  for  the  record  an  article  published  yesterday  in  the  Falmouth 
Forecaster,  a  local  Maine  paper,  regarding  the  return  of  passenger  rail  to  the  State. 
This  article  is  about  Mr.  Raymond  Penfold,  general  Manager  of  V.I.P.  Charter 
Coaches  of  Portland,  Maine,  who  "welcomes  the  start  of  passenger  rail  service  be- 
tween Boston  and  Portland.  And  the  sooner  the  better."  It  goes  on  to  say,  "Experi- 
enced, resourceful  and  blunt,  Penfold  emphasizes  that  he  does  not  regard  Amtrak 
as  a  competitor,  but  as  an  opportunity.  "I'm  going  to  feed  them  and  they're  going 
to  feed  me,"  he  said.  Penfola  wants  to  take  Maine  people  to  Amtrak  trains  when 
they  reach  Portland,  but  more  important  for  Maine  s  economy,  he  wants  to  show 
Maine  to  Amtrak  rail  riders  who  he  believes  will  travel  here  from  throughout  the 
nation.  He  thinks  many  Maine  people  may  not  yet  realize  the  potential  benefits  to 
Maine's  economy  when  the  state  joins  Amtrak's  giant  passenger  rail  system." 

The  claim  that  Amtrak  gets  such  a  greater  "subsidy"  than  those  using  the  skies 
or  the  highways  is  simply  unproven.  The  Amtrak  passenger's  subsidy  can  be  easily 
determined  from  the  direct  annual  appropriations  for  operating  costs.  How  much 
subsidy  does  the  construction,  renovation  and  maintenance  of  public  highways 
produce  for  the  passenger  using  the  road?  It's  not  as  easy  to  compute,  but  there's 
no  doubt  a  public  subsidy  is  involved. 

These  comparisons  never  include  all  costs,  either.  The  costs  to  cities  and  regions 
of  an  unbalanced  transportation  system  that  depends  only  on  one  type  of  transport 
can  be  large.  The  public  health  costs  of  pollution  are  very  serious,  as  are  the  results 
of  land  degradation  and  the  costs  of  cleaning  up  air  pollution.  All  those  costs,  which 
are  so  difficult  to  quantify,  are  "subsidies"  in  the  minds  of  many  people. 

The  purpose  of  making  such  comparisons  is  generally  to  pit  one  mode  of  transpor- 
tation against  another.  But  that's  exactly  the  kind  of  thinking  that  led  to  a  nation 
overly  dependent  on  one  or  two  types  of  transportation,  to  the  detriment  of  its  urban 
regions  and  its  reliance  on  imported  oil. 

As  a  resident  of  Maine,  I  understand  the  need  for  flexibility  in  meeting  the  trans- 
portation needs  of  a  diverse  region.  In  some  areas,  expanded  bus  service  may  be 
needed,  and  building  new  or  wider  roads  makes  more  sense.  In  other  areas,  mass 
transit  or  more  frequent  air  service  may  be  the  solution. 

My  strong  support  for  the  return  of  passenger  rail  to  Maine  is  not  in  lieu  of  bus 
service,  private  autos  or  airplanes.  The  goal  of  the  different  modes  in  a  flexible 
transportation  system  should  be  to  complement  and  supplement  each  other's  serv- 
ices, while  moving  people  and  goods  in  a  reliable,  safe,  efficient  and  environ- 
mentally-sound manner.  I  believe  restoration  of  Boston-to-Maine  rail  service  pas- 
senger line  will  contribute  to  reaching  this  goal.  It  deserves  support. 


SENATE  CONCURRENT  RESOLUTION  NO.  1 


INTRODUCED  BY:  Sen.  Hollingworth  of  Dist  23;  Sen.  Cohen  of  Dist  24;  Sen. 
Shaheen  of  Dist  21;  Rep.  A.  Merrill  of  Straf  8;  Rep.  Gilmore  of  Straf  11;  Rep. 
Klemarczyk  of  Rock  20;  Rep.  Senter  of  Rock  16;  Rep.  Woods  of  Rock  25 

REFERRED  TO:  Transportation 
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A  RESOLUTION  in  support  of  an  intercity  passenger  rail  system. 

AMENDED  ANALYSIS 

This  concurrent  resolution  declares  it  to  be  the  official  policy  of  the  legislature  to 
support  and  encourage  the  reestablishment  of  intercity  passenger  rail  service  along 
the  Boston  to  Portland  railroad  corridor,  and  to  support  and  encourage  private  sec- 
tor development  of  a  statewide  bus  service  to  include  the  Boston  to  Portland  transit 
corridor. 


SENATE  CONCURRENT  RESOLUTION  AMENDED  BY  THE  SENATE — SCR  1 — STATE  OF  NEW 

HAMPSHIRE 

A  RESOLUTION  IN  SUPPORT  OF  AN  INTERCITY  PASSENGER  RAIL  SYSTEM 

Whereas,  The  state  of  New  Hampshire  is  no  longer  served  by  and  has  no  direct 
access  to  the  national  passenger  rail  system;  and 

Whereas,  the  restoration  of  passenger  rail  service  between  the  state  of  New 
Hampshire  and  other  northeastern  states  is  in  the  economic  and  cultural  interest 
of  the  state  and  region;  and 

Whereas,  the  resumption  and  use  of  passenger  rail  service  will  help  alleviate 
automobile  congestion  on  the  region's  highways,  will  reduce  automobile  emissions 
and  resulting  air  pollution  and  wul  promote  energy  efficient  travel;  and 

Whereas,  an  active  proposal  and  study  is  underway  in  the  establishment  of  rail 
passenger  service  from  Boston  to  Portland;  now,  therefore,  be  it 

Resolved  by  the  Senate,  the  House  of  Representatives  concurring: 

That  the  Senate  and  House  of  Representatives  declare  it  to  be  the  official  policy 
of  the  legislature  to  support  and  encourage  the  reestablishment  of  intercity  pas- 
senger rail  service  in  the  region,  along  the  Boston  to  Portland  railroad  corridor,  as 
warranted  based  on  existing  and  projected  need;  and 

That  the  Senate  and  House  of  Representatives  declare  it  to  be  the  official  policy 
of  the  legislature  to  support  and  encourage  the  private  sector  development  of  a 
statewide  bus  service  to  include  the  Boston  to  Portland  transit  corridor. 


[The  Falmouth  Forecaster,  March  10,  1993] 

Bus  Firm  Manager  Eyes  Trains  With  Enthusiasm 

(By  James  Saunder,  Jr.) 

Portland — It's  no  coincidence  that  V.I.P.  Charter  Coaches  was  the  bus  line  that 
transported  members  of  the  press  from  Portland  to  Boston's  South  Station,  where 
they  hoarded  Amtrak  for  a  promotional  excursion  to  New  York  City.  Raymond 
Penfold,  general  manager  of  the  Fox  Street  bus  firm,  welcomes  the  start  of  pas- 
senger rail  service  between  Boston  and  Portland.  And  the  sooner  the  better. 

Penfold,  65,  of  Yarmouth,  has  been  in  highway  transportation,  mostly  trucking, 
most  of  his  working  life.  In  recent  years,  he  and  his  family  have  been  building  their 
first  bus  company,  V.I.P.  ("The  V.I.P.  is  the  customer.")  from  scratch.  As  a  result, 
their  first  bus,  a  1953  GMC  4104  with  millions  of  miles,  literally,  both  economically 
in  1985  and  reconditioned,  founded  a  fleet  that  today  counts  19  vehicles.  They  in- 
clude five  modern  Prevost  buses  built  in  Canada,  Penfold's  pride  and  joy.  The  firm 
also  created  its  own  maintenance  terminal  and  provides  maintenance  to  two  other 
New  England  bus  firms  as  well. 

Expenenced,  resourceful  and  blunt,  Penfold  emphasized  that  he  does  not  regard 
Amtrak  as  a  competitor,  but  as  an  opportunity.  Tm  going  to  feed  them  and  they're 
going  to  feed  me,  he  said.  Penfold  said  he  wants  to  take  Maine  people  to  Amtrak 
trains  when  they  reach  Portland,  but  more  important  for  Maine's  economy,  he  wants 
to  show  Maine  to  Amtrak  rail  riders  who  he  believes  will  travel  here  from  through- 
out the  nation.  He  thinks  many  Maine  people  may  not  yet  realize  the  potential  ben- 
efits to  Maine's  economy  when  the  state  joins  Amtrak's  giant  passenger  rail  system. 

"As  a  Maine  charter  company,"  he  said,  "I  feel  we  should  do  everything  we  can 
to  bring  people  to  Maine." 

Prepared  Statement  of  Ross  Capon,  Executive  Director,  the  National 
Association  of  Railroad  Passengers 

We  appreciate  the  opportunity  to  comment  on  your  review  of  the  Intercity  Bus 
Industry. 
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The  traveling  public  has  long  needed  better  coordination  among  different  trans- 
port modes.  This  is  particularly  true  for  those  without  automobiles  or  those  who  are 
using — or  would  like  to  use — public  transportation  of  any  kind. 

Historically,  coordination  among  modes  has  been  inadequate.  Recent  years  have 
seen  a  growing  respect  for  the  need  to  improve  coordination;  "intermodalism"  has 
become  a  popular  word. 

Indeed,  the  1991  highway/transit  authorization  begins  with  a  powerful,  sensible 
statement  on  behalf  of  intermodalism:  "The  National  Intermodal  Transportation 
System  shall  consist  of  all  forms  of  transportation  in  a  unified,  interconnected  man- 
ner *  *  *"  Similarly,  the  Rail  Passenger  Service  Act  includes  this  finding  at  Section 
101:  "to  the  maximum  extent  feasible  travelers  in  America  should  have  the  freedom 
to  choose  the  mode  of  transportation  most  convenient  to  their  needs." 

Since  not  every  mode  serves  every  purpose  well,  it  is  good  economics  to  make  it 
easy  for  people  to  transfer  among  different  modes  during  their  trips.  This  encour- 
ages making  "best  use  of  existing  resource"  and  reduces  pressure  to  create  unneces- 
sary new  transportation  infrastructure.  For  example,  good  local  transit  service  to 
Amtrak  and  air  terminals  can  reduce  the  apparent  "need"  for  more  airport-related 
automobile  infrastructure. 

Similarly,  many  people  will  not  accept  long  bus  rides  but  will  accept  shorter  rides 
if  the  bus  service  is  coordinated  with  rail  or  air. 

Intermodalism  is  good  social  policy  as  well  as  good  economic  policy  because  it  en- 
ables more  people,  especially  those  dependent  on  public  transportation,  to  travel  to 
more  places.  Incidentally,  most  people  probably  assume  that  intermodalism  also  re- 
fers to  cooperation  among  connecting  carriers  of  the  same  mode,  or  at  least  that 
such  cooperation  carries  with  it  most  of  the  benefits  generally  attributed  to 
intermodalism. 

GREYHOUND  ISN*T  HELPING  THE  INDUSTRY 

Thus  we  were  concerned  when  Greyhound  pulled  its  timetables  out  of  "The  Offi- 
cial Bus  Guide"  (Russell's  Official  National  Motor  Coach  Guide)  at  the  end  of  1992. 
This  makes  it  harder  to  get  information  about  Greyhound  services  and  may  hurt 
business  both  on  Greyhound  routes  and  on  routes  of  connecting  bus  companies  that 
the  Guide  continues  to  list. 

One  can  still  telephone  Greyhound  to  get  schedules,  but  that  is  a  much  more  cum- 
bersome process  except  for  the  simplest  of  trips  and  if  you  don't  have  to  wait  for 
an  agent  to  come  on  the  line. 

One  of  our  members,  Robert  Rynerson,  wrote  on  the  occasion  of  Greyhound's  with- 
drawal from  the  Guide:  "Paper  information  was  able  to  filter  into  many  places  un- 
known to  the  management,  and  it  also  facilitated  browsing,  as  conscientious  clerks 
or  interested  individuals  'studied  up'  on  future  trip  possibilities.  For  many  small 
agencies,  only  paper  information  is  economically  feasible." 

Indeed,  it  appears  that  Greyhound  has  even  lost  interest  in  publishing  its  own 
individual  timetables.  When  I  went  to  Greyhound's  Washington  station  yesterday  to 
buy  some  tickets,  the  only  printed  Greyhound  timetables  available  were  mimeo- 
graphed copies  of  just  two  routes  (New  York-Baltimore-Washington-Richmond  and 
New  York/Washington-Cleveland-Detroit/Chicago). 

Greyhound's  conversion  to  its  own  electronic  information  service — which  many 
agents  cannot  afford — threatens  to  increase  its  market  power  within  its  own  indus- 
try, even  as  rider  ship  declines  on  all  carriers  because  complete  information  is  hard- 
er for  many  to  get. 

AMTRAK  AND  INTERCITY  BUSES:  PRIMARILY  PARTNERS 

Amtrak  and  the  bus  industry  have  more  in  common  than  in  conflict.  Some  exam- 
ples: 

•  In  1971,  when  half  the  nation's  intercity  passenger  trains  were  discontinued 
upon  Amtrak's  May  1  startup,  passenger-miles  on  intercity  buses  nevertheless  de- 
clined. This  suggests  no  mass  exodus  from  trains  to  buses. 

•  Greyhounds  new  management  turned  things  around  in  1987.  Greyhound  Lines/ 
Trailways  Lines  posted  passenger-mileage  increases  in  1987  (2.6  percent),  1988  (9 
percent)  and  1989  (estimated  12.5  percent  in  an  Oct.,  1989,  Greyhound  fact  sheet). 
These  increases  came  even  as  Amtrak's  string  of  consecutive  increases  (1982-91) 
continued. 

•  Many  modern,  intermodal  terminals  nationwide  came  about  because  rail  pas- 
senger service  and/or  rail  passenger  advocates  were  catalysts.  These  terminals  none- 
theless benefit  bus  companies  and  their  passengers. 
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•  Our  Association  supports  fully  exempting  intercity  buses  from  the  fuel  tax,  rec- 
ognizing the  industry's  contribution  to  energy  efficiency  and  the  lower  average  in- 
come of  its  passengers. 

•  The  overwhelming  obstacles  to  revenue  adequacy  in  the  bus  industry — as  in  the 
airline  and  rail  passenger  businesses — are  cut-throat  air  wars  and  public  policy 
aimed  at  keeping  automobile  travel  costs  as  low  as  possible. 

The  quality  of  a  bus  company's  management  has  more  influence  over  ridership 
than  today's  Greyhound  would  have  you  believe.  The  following  is  from  the  above- 
referenced  Greyhound  fact  sheet: 

"Airlines  deregulated  in  1978.  New  discount  airlines  offered  tares  lower  than 
bus  fares.  Millions  of  passengers  deserted  buses.  Bus  industry  failed  to  respond 
to  the  challenge  of  the  free  market.  Buses  and  real  estate  were  sold.  Terminals 
were  not  maintained.  Greyhound  lost  half  of  its  customers  and  employees. 

"New  owners  bought  Greyhound  Lines  in  March,  1987,  and  Trailways  Lines 
in  July,  1987. 

"Six  years  of  declining  rider  ship  was  stopped  the  first  year  under  new  owner- 
ship: 

"•  Greyhound's  regular  route  volume  increased  2.6  percent  in  1987,  the  first 
increase  of  the  decade. 

"•    1988  was  the  company's  best  year  since  airline  deregulation  a  decade  ear- 
lier. Volume  increased  9  percent,  even  with  a  4V2  percent  effective  fare  increase. 
*  *  *  First  half  of  1989,  passenger-miles  are  up  another  17  percent." 
In  October,  1989,  our  board  of  directors  witnessed  the  enthusiasm  of  that  new 
management  when  William  McCracken,  then  VP — Administration  of  Greyhound 
Lines,  addressed  the  board  on  "The  New  Greyhound." 

After  noting  that  People  Express's  cut-rate  fares  reduced  the  Sunday-night  New 
York-Norfolk  bus  business  from  30  buses  to  less  than  a  busload,  he  discussed  all 
the  aspects  of  service  which  he  said  the  old  Greyhound  had  let  slide — fares  often 
too  high,  advance-purchase  discount  fares  nonexistent,  telephone  agents  untrained, 
advertising  eliminated.  McCracken,  incidentally,  left  Greyhound  within  a  few 
months  after  his  talk  to  us. 

We  are  concerned  that  Greyhound's  recent  behavior  implies  a  return  to  policies 
that  are  not  enthusiastic  or  passenger-friendly,  even  as  Greyhound  management  at- 
tempts to  blame  their  problems  on  external  factors. 

CALIFORNIA:  A  RAIL-BUS  LEADER 

From  our  perspective,  the  coordinated  rail-bus  network  California  has  created  is 
a  major,  positive  development.  It  benefits  the  traveling  public  and  the  participating 
bus  operators.  More  people  are  riding  intercity  buses  and  trains  in  California  than 
would  be  the  case  without  this  system.  Obviously,  we  disagree  with  Greyhound's 
criticism  of  this  program.  We  think  Greyhound  does  not  speak  for  the  industry  as 
a  whole. 

Greyhound,  of  course,  could  bid  for  California  feeder-bus  contracts,  has  done  so 
in  the  past  and  currently  has  feeder  agreements  elsewhere  in  the  U.S.  Ironically, 
one  of  the  California  feeder  services  Greyhound  is  attacking  came  about  after  Grey- 
hound leased  certain  operating  authority  to  Orange  Belt  Stages,  which  now  operates 
"mixed  mode"  service  on  the  route.  "Mixed  mode"  means  the  bus  acts  both  as  a  reg- 
ular intercity  bus  route  and  as  an  Amtrak  feeder.  It  almost  certainly  means  the 
route  is  more  economically  viable  than  would  be  the  case  without  the  intermodal 
passengers. 

As  for  the  charge  that  buses  are  "competing"  with  Amtrak  trains.  The  Sparks- 
Reno-Sacramento  bus  is  scheduled  to  give  passengers  an  alternative  to  the  single 
train  Amtrak  runs  there,  which  originates  in  Chicago  and  is  often  sold-out  or  very 
late  and  therefore  not  useful  for  local  trips. 

The  first  "goal"  the  Rail  Passenger  Service  Act  establishes  is:  "exercise  of  the  Cor- 
poration's best  judgment  in  taking  actions  to  minimize  Federal  subsidies  *  *  *"  If 
the  State  of  California  can  profitably  operate  feeder  buses  that  increase  Amtrak 
rider  ship  and  revenues,  Amtrak  has  a  legal  responsibility  to  encourage  that. 

The  Committee  should  be  glad  that  California  has  taken  these  initiatives  and 
hopeful  that  other  states  will  follow  California's  lead. 

Thank  you  for  the  opportunity  to  submit  these  comments. 
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Letter  From  Randy  Halvorson,  Director,  Office  of  Transit,  Minnesota 

Department  of  Transportation 

March  17,  1993. 

The  Honorable  Paul  Wellstone, 
U.S.  Senate, 
Washington,  DC    20510 

Dear  Senator  Wellstone:  Thank  you  for  arranging  the  opportunity  for  me  to 
testify  at  the  March  11  hearing  of  the  Surface  Transportation  Subcommittee  of  the 
Senate  Committee  on  Commerce,  Science,  and  Transportation.  I  would  like  to  take 
this  opportunity  to  provide  additional  information  which  substantiates  our  belief 
that  the  Interstate  Commerce  Commission  (ICC)  process  of  granting  authority  for 
transportation  service  is  not  responsive  to  rural  transportation  needs. 

I  am  attaching  the  chronology  of  events  involving  Lincoln  County's  application  to 
the  ICC  for  authority  to  transport  passengers  into  South  Dakota.  I  call  your  atten- 
tion to  the  following  difficulties  encountered  in  the  process: 

1)  Proof  of  insurance  is  required  prior  to  application 

On  November  23,  1992,  Lois  Thompson  from  the  ICC  Washington  office  informed 
Lincoln  County  that  they  did  not  need  to  have  insurance  until  three  months  after 
receiving  approval  from  the  ICC.  However,  Lincoln  County  needed  to  show  proof  of 
insurance  with  the  application.  The  insurance  company  would  not  issue  a  certificate 
of  insurance  for  the  application  unless  the  insurance  was  actually  in  effect.  There- 
fore, Lincoln  County  had  to  buy  an  insurance  policy  for  service  they  were  not  al- 
lowed to  deliver.  As  stated  in  both  my  oral  and  written  testimony,  the  insurance 
premium  rose  from  $1,656  to  $10,632  or  11  percent  of  the  systems's  total  operating 
cost.  This  policy  only  bought  the  privilege  of  applying  to  the  ICC  for  authority  which 
was  subsequently  denied. 

2)  There  was  no  opportunity  for  discussion  with  protestants  prior  to  the  denial 

On  October  15,  1992,  Shirley  Briffett  received  a  call  from  Dee  Ann  Outlaw,  ICC 
office  in  Washington  informing  her  that  a  public  hearing  was  held  on  October  13, 
1992  to  discuss  the  protests  filed  by  American  Bus  Association  and  Southwest 
Coaches.  Lincoln  County  was  not  notified  of  the  protests  nor  given  an  opportunity 
to  respond. 

On  February  5,  1993  Lincoln  County  received  notification  that  based  on  protests 
to  the  application  by  the  American  Bus  Association  and  Southwest  Coaches,  Inc.  the 
application  was  denied.  The  ICC  found  that  although  Lincoln  County  is  fit  and  able 
to  provide  the  service,  it  would  not  receive  ICC  authority  because  there  is  at  least 
one  willing  and  able  private  provider  in  the  area. 

On  February  17,  1993  Lincoln  County  Board  sent  a  letter  to  Southwest  Coaches, 
Inc.  attempting  to  clarify  the  nature  of  their  protest  and  how  they  would  provide 
service  for  the  residents  of  Lincoln  County.  (See  attached  letter.) 

On  February  19,  1993  Lincoln  County  received  a  letter  from  Southwest  Coaches, 
Inc.  stating  that  after  clarification  on  the  service  area  in  the  county's  ICC  applica- 
tion, they  do  not  oppose  Lincoln  County's  providing  medical  transportation  into 
South  Dakota.  (See  attached  letter.) 

3)  There  is  contradictory  agency  opinion  regarding  Safety  Fitness  Evidence 

As  part  of  ICC  requirements,  the  applicant  must  provide  evidence  of  most  current 
federal  Department  of  Transportation  (DOT)  safety  ratings.  U.S.  DOT  agent  told 
Lincoln  County  on  July  7th  they  do  not  need  a  safety  rating  and,  furthermore,  DOT 
cannot  audit  (inspect)  vehicles  of  political  subdivisions.  Lincoln  County  was  able  to 
secure  a  one  year  exemption  from  obtaining  the  safety  rating. 

Note:  Lincoln  County  vehicles  are  inspected  annually  by  the  Minnesota  Depart- 
ment of  Transportation  Motor  Carrier  Office  and  it  seems  to  be  duplication  having 
the  U.S.  DOT  inspect  the  vehicles  as  well. 

I  have  highlighted  some  of  the  problems  encountered  by  Lincoln  County  in  apply- 
ing for  ICC  authority.  These  problems  are  cited  as  further  evidence  of  the  need  to 
exempt  such  public  transportation  systems  from  ICC  jurisdiction.  Even  if  the  proc- 
ess deficiencies  were  corrected,  we  still  believe  exemption  is  necessary  to  eliminate 
regulatory  requirements  that  actually  impede  effective  delivery  of  transportation 
services  to  rural  Americans. 

Again,  thank  you  for  your  assistance  on  this  important  matter. 
Sincerely, 

Randy  Halvorson, 
Director,  Office  of  Transit. 
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ICC  ACTIVITY  TIMELINE 


April  1991:  Mn/DOT  Office  of  Transit  becomes  aware  that  Interstate  Commerce 
Commission  (ICC)  rules  may  apply  to  rural  transit  systems  that  provide  transpor- 
tation across  state  lines. 

April  30,  1991:  Transportation  Commissioner,  John  Riley,  details  the  interstate 
travel  issue  in  a  letter  to  Senator  Dave  Durenberger  and  expresses  Mn/DOT  support 
for  an  exemption  of  Section  18  recipients  from  ICC  regulations. 

May  22,  1991:  Minnesota  Attorney  General's  office  explains  the  issues  regarding 
ICC  and  Federal  Highway  Administration  (FHWA)  interstate  transportation  re- 
quirements as  they  relate  to  Mn/DOT  contractual  arrangements  with  local  service 
providers.  There  are  questions  that  remain  concerning  whether  public  transit  sys- 
tems are  considered  "for  hire"  since  they  receive  federal,  state  and  local  subsidies. 
The  Off  ice  of  Transit  requests  that  the  Attorney  General's  office  contact  the  ICC 
counsel  for  an  opinion  on  the  matter. 

June  24,  1991:  Lincoln  County  Transit  Director,  Shirley  Briffett,  writes  letters 
to  U.S.  Senators  Dave  Durenberger  and  Paul  Wellstone,  and  Congressman  Jim 
Oberstar  asking  for  a  waiver  or  an  amendment  to  the  surface  Transportation  Act 
that  would  help  small  transit  systems  to  continue  to  operate  out-of-state  medical 
trips  without  ICC  authority. 

June  26,  1991:  Lincoln  County  Transit  Director,  Shirley  Briffett,  receives  a  copy 
of  the  letter  written  by  State  Senator  Gary  DeCramer  to  Congressman  Jim  Ober- 
star, asking  for  an  exemption  from  the  ICC  requirements  for  Lincoln  County. 

July  1991:  Minnesota  Attorney  General's  Office  in  a  letter  to  ICC  counsel,  ex- 
plains Mn/DOTs  position  that  ICC  authority  is  not  required  because  systems  only 
recover  the  amount  of  operating  costs  and  do  not  provide  transportation  for  com- 

fiensation.  A  formal  request  is  made  for  clarification  of  the  "for  hire"  issue  by  the 
CC. 

July  31,  1991:  At  the  request  of  Mn/DOT,  the  American  Association  of  State 
Highway  Transportation  Officials  (AASHTO)  Policy  Committee  considers  and  passes 
a  resolution  requesting  that  rural  and  small  urban  transportation  systems  receiving 
federal,  state,  or  local  public  funds  and  operating  vehicles  of  15  or  less  passenger 
capacity  for  medical  or  social  service  trips,  be  exempted  from  ICC  insurance  require- 
ments. 

August  6,  1991:  Francis  Francois,  Executive  Director,  AASHTO,  sends  letter  to 
Edward  Philbin,  Chairman,  ICC,  requesting  exemption  from  ICC  insurance  regula- 
tions to  transit  systems  receiving  public  funds  to  operate  vehicles  of  15  or  less  pas- 
sengers. 

August  30,  1991:  Peggy  Venable,  Director,  ICC,  responds  to  Francois  let- 
ter saying  ICC  has  no  provision  for  exempting  the  type  of  motor  carrier  ac- 
tivity described.  She  suggests  considering  special  legislation  that  would 
amend  the  Interstate  Commerce  Act  to  exempt  the  activity  or  give  the 
Commission  the  necessary  authority  to  do  so. 

September  24,  1991:  ICC  counsel,  John  Chaney,  issues  an  informal  opinion  that 
Mn/DOT  grant  recipients  are  operating  as  "for  hire"  carriers  providing  transpor- 
tation for  compensation,  and  as  such  require  ICC  authority  to  provide  the  services. 

November  19,  1991:  The  Mn/DOT  Office  of  Transit  sends  a  letter  to  affected 
transit  grant  recipients  outlining  the  ICC  opinion  and  explaining  required  proce- 
dures for  resuming  interstate  transportation. 

July  1991 -December  1991:  Various  correspondence  including  requests  for  clari- 
fication of  the  regulation  and  other  information  occurs  between  the  following:  State 
Senators  Steve  Morse,  Virgil  Johnson,  Janet  Johnson,  and  Gary  DeCramer;  Senator 
Wellstone;  Senator  Durenberger;  and  the  Mn/DOT  Office  of  Transit. 

Spring  1992:  Work  continues  on  all  avenues  for  a  possible  ICC  exemption  and 
Lincoln  County  pursues  securement  of  additional  insurance  from  insurance  carrier. 

May  1992:  When  it  appears  that  no  other  immediate  options  exist  for  Lincoln 
County,  the  Mn/DOT  Project  Manager  works  with  Lincoln  County  Transportation 
Director  to  complete  the  ICC  application,  pending  insurance  coverage.  The  1992 
state  operating  grant  is  amended  to  provide  additional  funding  to  cover  increased 
insurance  premiums. 

June  3,  1992:  Lincoln  County  receives  insurance  coverage;  however,  according  to 
the  ICC,  service  cannot  resume  until  ICC  authority  is  in  place. 

June  15,  1992:  Lincoln  County  ICC  application  is  completed. 

July  7,  1992:  Lincoln  County  Transportation  Director  Shirley  Briffett  contacts 
Vern  Talacker,  U.S.  DOT  Agent  in  Minneapolis,  about  a  Federal  DOT  safety  rating. 
She  is  advised  that  Lincoln  County's  Heartland  Express  need  not  comply  with  the 
safety  rating  requirement.  Further,  Shirley  Briffett  is  advised  to  send  a  letter  along 
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with  the  ICC  application  asking  for  exemption  for  Lincoln  County  from  the  ICC  re- 
quirements for  out-of-state  travel. 

July  27,  1992:  Lincoln  County  submits  the  application  for  authority  to  the  ICC, 
Office  of  Secretary,  Washington  D.C.  A  letter  asking  for  exemption  is  sent  with  the 
application. 

August  18,  1992:  Shirley  Briffett  receives  call  from  DeAnn  Outlaw,  ICC,  Wash- 
ington D.C.  (Phone  202-927-5331)  asking  for  a  Lincoln  County  Heartland  Express 
service  area  map.  Lincoln  County  is  issued  a  Motor  Carrier  File  Number,  MC  256- 
261. 

August  18,  1992:  Edward  Fernandez,  Chief  of  Insurance  Section,  Washington 
D.C.  (Phone  202-927-5642)  informs  Lincoln  County  that  public  notice  of  their  ICC 
authority  request  must  be  published.  Shirley  Briffett  is  instructed  to  call  after  45 
days  to  determine  the  status  of  MC  256-261. 

September  25,  1992:  Lincoln  County's  Heartland  Express  Office  receives  call 
from  Senator  Paul  Wellstone's  assistant,  Allan  Schoem,  Washington,  D.C,  request- 
ing additional  information  in  regard  to  the  service  Lincoln  County  is  providing.  The 
clarification  of  *Tor  hire"  is  still  an  issue,  and  work  continues  to  determine  if  Lincoln 
County  may  be  exempt  from  ICC  regulations. 

October  15,  1992:  Shirley  Briffett  receives  a  call  from  Dee  Ann  Outlaw,  ICC  of- 
fice in  Washington  informing  her  that  a  public  hearing  was  held  on  October  13, 
1993  to  discuss  the  protests  filed  by  American  Bus  Association  and  Southwest 
Coaches.  Lincoln  County  was  not  notified  of  the  protests  nor  given  an  opportunity 
to  respond. 

November  23,  1992:  Lois  Thompson  from  the  ICC  Washington  office  informs  Lin- 
coln County  that  they  do  not  need  to  have  insurance  until  three  months  after  receiv- 
ing approval  from  the  ICC.  However,  Lincoln  County  needed  to  show  proof  of  insur- 
ance with  the  application  and  the  insurance  company  will  not  issue  a  certificate  of 
insurance  for  the  application  if  insurance  is  not  in  effect. 

February  5,  1993:  Lincoln  County  receives  notification  that  based  on  protests  to 
the  application  by  the  American  Bus  Association  and  Southwest  Coaches,  Inc.  the 
application  was  denied.  The  ICC  found  that  although  Lincoln  County  is  fit  and  able 
to  provide  the  service,  they  would  not  receive  ICC  authority  because  there  is  at  least 
one  willing  and  able  private  provider  in  the  area. 

February  17,  1993:  Lincoln  County  Board  and  the  county  attorney  send  a  letter 
to  Southwest  Coaches,  Inc.,  attempting  to  clarify  the  nature  of  their  protest  and  how 
they  would  provide  the  service  for  the  residents  of  Lincoln  County. 

February  19,  1993:  Lincoln  County  receives  a  letter  from  Southwest  Coaches, 
Inc.,  stating  that  after  clarification  on  the  service  area  in  the  county's  ICC  applica- 
tion, they  do  not  oppose  Lincoln  County  providing  medical  transportation  into  South 
Dakota. 

February  24,  1993:  Lincoln  County  Board  Chairman  Carl  Hauschild  presents 
copies  of  all  the  Lincoln  county  ICC  application  information  to  Reps.  Jim  Oberstar 
and  Dave  Minge;  and  Senators  Paul  Wellstone  and  Dave  Durenberger  in  Washing- 
ton D.C. 

February  25,  1993:  All  information  was  given  to  Lincoln  County  Attorney  and 
he  was  to  contact  ICC  Attorney  Rich  Felder,  to  determine  if  Lincoln  County  needs 
to  reapply  to  the  ICC  based  on  Southwest  Coaches,  Inc.  withdrawal  of  their  original 
protest  to  Lincoln  County's  application. 

March  11,  1993:  Randy  Halvorson,  Director  of  the  Office  of  Transit  at  Mn/DOT, 
testifies  in  front  of  the  Senate  Surface  Transportation  Subcommittee  of  the  Com- 
merce, Science,  and  Transportation  Committee  on  the  possible  exemption  to  the  ICC 
authority  for  rural  transit  providers. 


LETTER  FROM  SHIRLEY  BRIFFETT,  TRANSIT  DIRECTOR,  LINCOLN  HEARTLAND  EXPRESS 

PROGRAM 

February  17,  1993. 
Mr.  Marvin  Hey 
R.R.  4,  box  51A 
Marshall,  MN    56258 

Dear  Mr.  Hey:  The  Lincoln  County  Board  of  Commissioners  and  Lincoln  Heart- 
land Express  Transit  System  filed  an  Application  on  August  12,  1992  for  authority 
as  a  public  recipient  of  governmental  financial  assistance  to  provide  passenger  serv- 
ice in  special  transportation  (medical)  between  points  in  Lincoln  County  (Point  A 
to  Point  B)  to  Watertown,  Bookings  and  Sioux  Falls,  SD. 

Southwest  filed  a  protest  on  October  13,  1992,  opposing  the  application. 
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Lincoln  County  states  that  over  the  years  medical  facilities,  and  businesses  in 
rural  Minnesota  have  moved  to  regional  centers,  that  Lincoln  County  is  located  on 
the  South  Dakota  border,  and  the  bulk  of  Lincoln  County's  regional  center  facilities 
are  located  in  South  Dakota.  With  the  increasing  age  of  its  residents,  and  with  their 
very  low  income,  fewer  and  fewer  have  access  to  transportation  for  medical  neces- 
sities. These  needs  are  being  met  within  Minnesota,  but  many  requests  for  transpor- 
tation to  facilities  outside  Minnesota  are  not  being  filled — especially  our  Handi- 
capped residents  who  are  in  need  of  a  vehicle  with  a  handicapped  lift. 

Southwest  indicated  in  their  protest  that  it  is  willing  and  able  to  provide  the  same 
service  that  Lincoln  Heartland  Express  provides  its  residents. 

The  Lincoln  County  Board  of  Commissioners  with  the  Lincoln  County  Attorney 
met  with  the  Lincoln  Heartland  Express  Transit  Director  on  February  16,  1993  to 
discuss  the  decision  of  the  Interstate  Commerce  Commission.  The  County  Board  and 
County  Attorney  would  like  Southwest  to  provide  Lincoln  County  information  re- 
garding the  following  questions: 

1.  How  do  you  plan  to  provide  the  same  type  of  service  for  the  Lincoln  County 
residents  at  a  low  cost  per  mile  for  Seniors  &  Handicapped,  or  for  Adults  and  Stu- 
dents for  medical  trips  to  Sioux  Falls,  S.D.,  Watertown,  and  Brookings?  Passengers 
pay  from  their  pickup  place  to  city  limit  of  their  destination  (and  return).  Who  pays 
the  mileage  from  Marshall  to  the  passengers  pickup  point  in  Lincoln  County?  Do 
you  do  service  for  an  individual  passenger  needing  a  Medical  trip  to  Sioux  Falls 
early  in  the  morning  or  late  in  afternoon  or  at  a  moment's  notice?  What  will  be  the 
fare  for  this  passenger's  round  trip?  Will  you  provide  service  anytime  of  the  day — 
according  to  demand — 7  days  a  week? 

2.  Do  you  have  a  vehicle  equipped  with  a  Handicapped  lift  to  transport  1  or  2 
passengers  to  Sioux  Falls,  Watertown  or  Brookings  for  medical  purposes,  and  do  you 
nave  a  driver  that  will  stay  until  the  passenger's  appointments  are  through? 
Somedays  the  drivers  pick  up  residents  as  early  as  5:30  A.M.  to  transport  them  to 
Sioux  Falls  for  eye  surgery,  and  somedays  they  spend  9  hours  or  more  in  Sioux  Falls 
with  our  residents  going  from  one  medical  appointment  to  the  next  all  in  one  day. 

3.  Are  your  drivers  trained  to  transport  the  Nursing  Home  residents?  Do  they 
have  Passenger  Assistance  Training?  8  hours  of  First  Aid  Training?  Emergency  and 
evacuation  training?  Training  on  how  to  transport  the  Handicapped?  And  do  they 
go  to  training  workshops?  The  drivers  for  Lincoln  County's  Transit  System  have 
completed  all  of  the  above  listed  required  training. 

4.  What  type  of  vehicle  do  you  use  to  transport  only  one  person? 

5.  How  are  you  going  to  provide  your  services  for  a  resident  at  a  Nursing  Home 
in  either  Tyler,  Ivanhoe  or  Hendricks  who  needs  to  go  to  Watertown  for  Kidney  Di- 
alysis 3  times  a  week  or  to  Sioux  Fails  to  the  Medical  X-ray  Center  for  40  Cancer 
treatments  on  a  daily  basis,  and  who  needs  a  vehicle  with  a  Handicapped  lift  for 
transporting?  What  is  the  cost  to  transport  this  person  on  a  daily  basis?  Do  you 
have  an  escort  or  "aid"  available  to  help  transport  someone  who  is  Handicapped  or 
is  the  driver  liable?  What  if  you  have  more  than  1  passenger  that  deeds  assistance 
then  who  do  you  have  available  to  help? 

6.  Would  you  be  willing  to  provide  the  same  type  of  services  that  Lincoln  County 
provides  at  the  same  low  cost  to  its  passengers? 

Sincerely, 

Shirley  Briffett, 
Transit  Director,  Lincoln  Heartland  Express  Program. 


letter  from  marvin  l.  hey,  president,  southwest  coaches,  inc. 

February  19,  1993. 
Ms.  Shirley  Briffett, 
Project  Director,  Lincoln  Heartland  Express,  P.O.  Box  29,  Ivanhoe,  MN    56142 

Dear  Ms.  Briffett:  This  is  in  response  to  your  letter  to  me  dated  February  17, 
1993. 

Southwest  Coaches,  Inc.,  would  not  object  to  a  grant  of  ICC  authority  to  Lincoln 
Heartland  Express  which,  in  the  language  of  the  first  paragraph  of  your  letter, 
authorized — 

passenger  service  in  special  transportation  (medical)  between  points  in  Lincoln 
County  (Point  A  to  Point  B)  to  Watertown,  Brookings  and  Sioux  Falls,  SD. 

Nor  would  we  oppose  an  application  which  authorized  the  special  services  de- 
scribed in  your  February  17  letter. 

The  application  opposed  by  Southwest  Coaches,  Inc.  and  the  American  Bus  Asso- 
ciation, however,  authorized  service  originating  in  17  counties  rather  than  in  just 
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one  county  and  also  authorized  charter  in  addition  to  special  operations.  All  of  the 
expanded  service  could  be  provided  by  privately-owned,  unsubsidized  carriers  and 
the  ICC  properly  found  that  the  carriers  should  not  be  confronted  by  subsidized 
competition. 

In  conclusion,  I  want  to  assure  you  that  Southwest  Coaches,  Inc.,  would  not  op- 
pose an  application  by  Lincoln  Heartland  Express  which  authorized  the  transpor- 
tation of  passengers — 

in  special  operations  (medical),  beginning  and  ending  at  points,  in  Lincoln 
County,  MN  and  extending  to  Watertown,  Brookings,  and  Sioux  Falls,  SD. 
In  order  to  further  assist  you  in  this,  Mr.  Webb  would  be  willing  to  prepare  an 
application  to  the  ICC  which  would  include  the  operating  authority  desired  Dy  Lin- 
com  Heartland  Express  but  which  would  not  be  objectionable  to  privately-owned 
motor  carriers  of  passengers. 
Sincerely  yours, 

Marvin  L.  Hey, 

President. 


Letter  From  Robert  G.  Farris,  Harlingen,  TX 

March  12,  1993. 

The  Honorable  J.  J  AMES  EXON, 

U.S.  Senate, 

Washington,  DC    20510-2702 

Dear  Senator  Exon:  Let  me  begin  by  thanking  you  for  nolding  the  Hearing  on 
Oversight  of  the  Intercity  Bus  Industry.  I  am  extremely  grateful  that  you  have  ex- 
pressed a  personal  interest  in  the  plight  of  the  traveling  public  which  stands  to  suf- 
fer if  something  is  not  done  to  regulate  Greyhound's  recent  anticompetitive  activi- 
ties. 

I  would  also  like  to  supplement  my  response  to  your  question  concerning  the  ef- 
fect of  the  Bus  Regulatory  Reform  Act  of  1982  ("BRRA").  While  I  appreciate  the  eas- 
ing of  entry,  I  question  whether  the  standards  have  been  lowered  too  far,  and 
whether  the  Act  elevates  competition  to  the  point  where  it  is  counterproductive.  If 
other  bus  companies  are  authorized  to  institute  new  service  in  a  geographic  area 
where  the  existing  carrier  has  substantial,  unutilized  capacity,  there  is  no  public 

ffain.  The  existing  carrier's  service  is  further  diluted,  while  the  new  service  is  not 
ikely  to  cover  the  true  costs  of  providing  service.  This,  in  turn,  results  in  calls  for 
lowering  of  the  insurance  standards,  government  subsidies  and  the  loss  of  service. 
Ultimately,  the  real  loser  is  the  traveling  public.  In  this  regard,  I  believe  that  it  is 
time  to  revisit  the  entry  standards  that  were  adopted  by  the  BRRA  in  order  to  im- 
pose some  requirement  that  a  new  entrant  demonstrate  some  real,  public  need  for 
its  additional  service. 

The  North  American  Free  Trade  Agreement  ("NAFTA")  will  further  complicate 
the  situation,  especially  if  steps  are  not  taken  to  ensure  a  level  competitive  playing 
field  between  U.S.  and  Mexican  carriers.  If  this  is  not  done,  I  anticipate  that  the 
Mexican  bus  companies,  several  of  which  dwarf  Greyhound,  will  ultimately  control 
the  regular-route  operations  through  much  of  the  Southwestern  portion  of  the  Unit- 
ed States.  Given  trie  present  posture  of  entry  standards  where  no  need  must  be 
shown  for  the  new  service,  it  will  be  only  a  short  period  of  time  before  the  smaller 
U.S.  bus  companies,  such  as  Valley  Transit,  will  be  a  thing  of  the  past. 

NAFTA  destroys  any  semblance  of  a  level  playing  field  with  respect  to  the  motor 
transportation  industry.  Three  years  after  implementation,  Mexican  transportation 
companies  will  be  allowed  to  operate  in  the  United  States  while  obeying  only  safety 
and  insurance  laws.  Unlike  their  U.S.  competitors,  they  will  not  be  subject  to  all 
other  U.S.  laws.  At  the  same  time,  U.S.  carriers  must  comply  with  a  host  of  costly 
laws  and  regulations,  including  workers  compensation  insurance  premiums,  Federal 
and  State  Unemployment  taxes,  and  Federal  Social  Security  of  7.65  percent.  My 
workers'  compensation  premiums,  for  example,  rose  from  $45,000  to  $500,000  dur- 
ing the  past  five  years.  American  carriers  must  also  comply  with  other  laws  such 
as  the  new  Family  Leave  Act,  the  Americans  with  Disabilities  Act,  O.S.H.A.,  as  well 
as  other  laws  and  regulations  such  as  registering  and  obtaining  insurance  for  under- 
ground fuel  tanks  and  storm  water  run-off  sites  for  the  E.P.A.,  disposal  of  used  bat- 
teries, used  motor  oil,  scrapped  tires  and  the  required  record  keeping  for  all  of  the 
above.  Since  these  costs  are  piled  on  top  of  a  substantial  wage  differential — Mexican 
carriers  pay  their  drivers  $7-$9  per  day,  while  U.S.  carriers  pay  more  than  that  per 
hour— it  should  be  obvious  that  U.S.  carriers  will  not  be  playing  on  a  level  field 
when  attempting  to  compete  with  Mexican  carriers  which  chose  to  operate  within 
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the  United  States.  Given  the  recent  decline  in  the  American  bus  industry,  well  docu- 
mented by  the  GAO  study  "Availability  of  Intercity  Bus  Service  Continues  to  De- 
cline," the  regular-route  bus  industry  is  in  serious  trouble  and  will  not  be  able  to 
withstand  any  unfair  competition. 

There  are  other  requirements  that  U.S.  citizens  operating  motor  equipment  have 
to  obey  that  Mexican  operators  will  not  have  to  obey.  Because  of  the  disparity  in 
compliance  requirements,  the  Mexican  operator  is  given  a  tremendous  economic  ad- 
vantage over  U.S.  companies.  This  will  allow  the  Mexican  operators  to  underprice 
their  U.S.  competition  at  the  expense  of  U.S.  workers.  I  can  assure  you  that  my 
company  will  not  be  able  to  survive  the  economic  disparity  and  unfair  competition 
created  by  NAFTA. 

I  have  often  thought  that  the  U.S.  negotiators  intended  to  use  NAFTA  as  the 
means  to  finally  deregulate  the  transportation  industry  through  the  back  door. 
While  DOT  negotiators  have  denied  that  was  their  intent,  I  believe  the  finished 
product  speaks  for  itself. 

In  conclusion,  I  urge  you  to  consider  the  above  comments.  Again,  I  thank  you  for 
giving  me  the  opportunity  to  testify  before  you  at  the  March  11  nearing. 

Question  Asked  by  Senator  Exon  and  Answer  Thereto  by  Mr.  Anderson,  GAO 

Question.  In  light  of  the  Administration's  support  for  funding  for  high-speed  rail 
and  commercial  aviation  technology  development,  what  is  the  General  Accounting 
Office's  assessment  of  the  suggestion  at  the  hearing  for  federal  funding  of  develop- 
ment of  a  "new  era"  over-the-road  bus  intended  to  provide  more  energy-efficient,  en- 
vironmentally-beneficial, low-cost  public  transportation  while  meeting  the  accessibil- 
ity mandates  of  the  Americans  with  Disabilities  Act?  How  might  such  a  program 
be  structured? 

Answer.  Development  of  a  "new  era"  over-the-road  bus  could  be  funded  under 
several  existing  programs.  It  is  probably  premature  to  assess  whether  a  program 
specifically  targeted  to  developing  a  new  era  bus  is  needed  and  how  that  program 
could  be  structured  until  the  Office  of  Technology  Assessment  (OTA)  completes  its 
study  of  the  needs  of  individuals  with  disabilities  for  over-the-road  bus  service.  Fur- 
ther, the  development  of  a  new  era  bus  does  not  by  itself  ensure  an  increase  in 
intercity  bus  service  where  it  is  most  needed  or  even  that  it  will  halt  the  decline 
in  service  that  we  noted  in  our  testimony.  Most  over-the-road  buses  are  used  for 
charter  and  tour  operations  and  not  for  regular  route  service. 

Several  federal  programs  currently  provide  funding  that  can  be  used  for  research 
and  development  that  would  assist  in  bringing  about  a  new  era  over-the-road  bus. 
For  example,  the  Intermodal  Surface  Transportation  Efficiency  Act  (ISTEA)  of  1991 
authorizes  substantial  support  for  enhanced  research  and  development  and  the  ef- 
fective application  of  innovative  technology  to  solve  highway  problems.  The  surface 
transportation  research  authorization  under  title  VI  of  ISTEA  increases  from  $119 
million  in  fiscal  year  1992  to  $150  million  in  fiscal  year  1997.  A  provision  within 
ISTEA's  title  VI  provides  funding  for  collaborative  research  and  development  with 
other  public  and  private  entities,  with  an  average  federal  share  up  to  50  percent 
of  the  activity  costs.  Thus,  title  VI  offers  opportunities  for  funding  the  development 
of  new  era  buses.  In  addition,  the  Alternative  Motor  Fuels  Act  of  1988  funds  dem- 
onstration projects  aimed  at  reducing  pollution  caused  by  urban  buses.  New  tech- 
nology developed  under  this  program  could  be  evaluated  for  its  applicability  to  over- 
the-road  buses. 

ISTEA  also  requires  the  Secretary  of  Transportation  to  develop  an  integrated  na- 
tional surface  transportation  research  and  development  plan  for  urban,  suburban, 
and  rural  areas  for  the  next  decade.  This  plan  could  help  to  provide  an  integrated 
framework  for  developing  a  new  over-the-road  bus  if  the  Administration  and/or  Con- 
gress determined  that  it  was  a  priority. 

Nonetheless,  it  is  probably  premature  to  assess  the  need  for  a  program  specifically 
targeted  to  developing  a  new  era  bus  until  after  OTA  completes  a  study  required 
by  the  Americans  with  Disabilities  Act.  This  study  will  determine  the  needs  of  indi- 
viduals with  disabilities  for  access  to  over-the-road  bus  service  and  the  most  cost- 
effective  methods  for  providing  this  access.  The  study,  which  OTA  officials  told  us 
they  plan  to  issue  in  a  month  or  two,  will  provide  advice  to  DOT  on  how  over-the- 
road  buses  can  meet  the  requirements  of  the  Americans  with  Disabilities  Act.  DOT 
will  then  have  one  year  to  determine  the  final  requirements. 
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Finally,  the  development  of  a  new  era  bus  will  not  necessarily  lead  to  expanded 
bus  service.  The  vehicle  assistance  programs1  that  we  reviewed  in  6  states2  helped 
carriers  get  modernized  buses,  but  the  assistance  did  not  always  result  in  prolonged 
or  expanded  service  in  areas  that  were  threatened  with  the  loss  of  service. 


Questions  Asked  by  Senator  Exon  and  Answers  Thereto  by  Mr.  Blunt,  ABA 

FINANCIAL  ISSUES 

Question  1.  Mr.  Schmieder  testified  that  Greyhound  has  recently  sold  or  de-em- 
phasized related  business  ventures  such  as  bus  manufacturing  and  charter  oper- 
ations. How  do  you  view  other  potential  revenue  streams,  such  as  increased  package 
handling  or  mail  contracts,  which  potentially  could  help  cover  fixed  costs  and  con- 
tribute needed  revenues  to  the  bus  industry? 

Answer.  With  the  exception  of  Greyhound  and  a  few  others,  all  regular-route  bus 
operators  are  engaged  in  charter  and  tour  bus  operations.  Many  intercity  bus  opera- 
tors are  engaged  exclusively  in  such  operations. 

Express  shipments  continue  to  be  an  important  source  of  revenue  for  many  com- 
panies, but  this  traffic  has  declined  over  the  past  10  years  due  to  the  improved  serv- 
ice of  the  airlines  and  specialized  motor  earners  of  property  such  as  UPS.  Nail  con- 
tracts never  accounted  for  a  significant  portion  of  industry  revenues  and  are  not  a 
promising  source  of  additional  revenue. 

Question  2.  Generally  speaking,  how  have  the  independent  bus  companies  fared 
financially  since  the  Greyhound/Trailways  merger?  Currently,  are  any  regular-route 
intercity  bus  operators  in  good  financial  health?  How  does  Greyhound's  current  fi- 
nancial position  compare  with  the  rest  of  the  industry? 

Answer.  A  current  financial  profile  of  the  bus  industry  is  being  prepared  by  an 
economist  retained  by  ABA.  This  economic  data  will  be  submitted  to  the  Interstate 
Commerce  Commission  on  or  about  May  9,  1993,  for  its  study  of  the  bus  industry 
docketed  as  Ex  Parte  No.  MC-95  (Sub  No.  8).  A  copy  of  the  data  submitted  to  the 
ICC  will  be  sent  to  the  Surface  Transportation  Subcommittee. 

OPTIONAL  HONORING  OF  TICKETS 

Question  3.  Mr.  Schmieder  has  indicated  that  one  reason  for  Greyhound's  refusal 
to  participate  in  optional  honoring  of  tickets  with  the  independent  carriers  is  the 
fact  that  Greyhound  incurs  substantial  marketing  and  advertising  expenses  in  pro- 
moting its  discount  fares,  and  that  it  would  not  De  fair  for  other  carriers  to  get  a 
"free  ride"  on  these  expenditures.  Would  the  independent  carriers  you  represent  be 
willing  to  pay  an  advertising  commission  to  Greyhound  if  Greyhound  participated 
in  mutual  optional  honoring  of  interline  tickets? 

Answer.  If  Greyhound  participated  fully  in  the  mutual  optional  honoring  of  tick- 
ets, the  independent  carriers  would  be  willing  to  pay  Greyhound  a  commission 
which  reflected  its  cost  of  promoting  discount  fares. 

Question  4.  You  indicated  in  your  testimony  that  the  independent  carriers  merely 
want  an  opportunity  to  match  any  Greyhound  discount  fare  Tor  interline  trips.  Have 
you  or  other  independent  carriers  introduced  competitive  fare  programs  to  match 
Greyhound  rates  on  single-line  trips?  Please  explain  your  view  of  market  competi- 
tion in  the  bus  industry  with  respect  to  single-line  travel. 

Answer.  Independent  carriers  are  vigorous  competitors  of  Greyhound  to  the  ex- 
tent that  they  can  provide  single-line  service  between  commonly  served  points. 
Where  independent  carriers  can  reach  commonly  served  destinations  only  by  inter- 
lining with  Greyhound,  they  are  partners  with  Greyhound  and  can  compete  only  on 
the  basis  of  more  convenient  service.  Such  service  competition  depends  on  Grey- 
hound's willingness  to  engage  in  the  mutual  honoring  of  tickets  and  to  provide  ac- 
cess to  terminals. 

SAFETY  OF  TERMINALS 

Question  5.  A  common  perception  is  that  bus  terminals,  particularly  in  bigger 
cities,  are  often  unclean  or  unsafe.  Is  this  a  problem,  and  what  are  you  doing  to 
ensure  that  such  terminals  are  safe  and  inviting  to  passengers? 

Answer.  Intercity  bus  operators  are  attempting  to  modernize  and  renovate  down- 
town bus  terminals  but  are  handicapped  by  severe  financial  constraints.  The  safety 
of  passengers  inside  terminals  is  assured  by  hiring  security  guards  to  supplement 


1  Through  these  programs  state-owned  buses  are  leased  to  private  carriers  for  a  reduced  fee 
in  return  Tor  operating  regular-route  intercity  bus  service. 

3 Maine,  Maryland,  Massachusetts,  Michigan,  New  Jersey,  and  North  Dakota. 
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local  police  protection.  If  Federal  programs  to  improve  intermodal  transportation 
were  adequately  funded,  intermodal  bus  terminals  financed  by  user  charges  could 
replace  unsightly  bus  terminals  in  blighted  neighborhoods. 

SUPPORT  PROGRAMS 

Question  6.  What  is  your  view  of  the  effectiveness  of  the  federal  intercity  bus  sup- 
port programs  under  Section  18?  Aside  from  the  New  York  program,  what  other 
state  programs  have  proven  effective  inpromoting  intercity  service? 

Answer.  Section  18  of  the  Federal  Transit  Act,  as  amended  by  the  Intermodal 
Surface  Transportation  Efficiency  Act  of  1991,  authorizes  grants  to  assist  public 
transportation  in  nonurbanized  areas.  Section  18(i)  requires  each  State  to  set  aside 
at  least  15  percent  of  their  Section  18  funds  in  FY  1994  and  subsequent  years  to 
support  intercity  bus  transportation.  A  State  can  avoid  the  set-aside  requirement, 
however,  by  certifying  that  its  intercity  bus  service  needs  are  being  adequately  met 
and  four  States  have  done  so. 

No  significant  improvement  of  bus  service  in  rural  areas  should  be  expected  un- 
less funding  levels  are  dramatically  increased.  The  transportation  needs  of  rural 
areas  are  so  enormous  that  additional  States  may  declare  intercity  bus  service  to 
be  adequate  in  order  to  shift  funds  to  transportation  projects  they  consider  to  be 
more  urgent. 

As  indicated,  the  New  York  State  program  has  proven  effective  in  promoting 
intercity  service.  Michigan  has  also  devised  an  effective  program  for  the  improve- 
ment of  intercity  bus  service. 

Michigan's  program  for  the  improvement  of  regular-route  bus  service  was  begun 
in  1976.  To  date,  more  than  160  intercity  coaches  and  20  bus  stations  have  been 
made  available.  Buses  financed  by  Michigan  must  be  operated  exclusively  in  regu- 
lar-route service  within  the  State,  except  that  buses  bay  be  operated  to  out-ot-State 
destinations  such  as  Chicago  and  Cleveland  if  they  are  returned  to  Michigan  within 
24  hours. 

Intercity  coaches  are  made  available  to  regular-route  carriers  for  $1.00  a  year  but 
carriers  are  responsible  for  maintaining  them.  Twelve  lift-equipped  intercity  buses 
have  just  been  placed  in  service.  All  terminals  constructed  or  improved  with  finan- 
cial assistance  from  the  State  of  Michigan  must  be  accessible  to  all  regular-route 
bus  operators. 


Question  Asked  by  Senator  Exon  and  Answer  Thereto  by  Mr.  Canny,  DOT 

Question.  Given  the  Administration's  support  for  funding  for  high-speed  rail  and 
commercial  aviation  technology  development,  what  is  the  prospect  for  Department 
of  Transportation  funding  of  a  "new  era"  over-the-road  bus  intended  to  provide  more 
energy-efficient,  environmentally-beneficial,  low-cost  public  transportation  while 
meeting  the  accessibility  mandates  of  the  Americans  with  Disabilities  Act? 

Answer.  We  certainly  share  the  view  that  the  intercity  bus  industry,  and  particu- 
larly the  regular  route  segment,  is  a  significant  part  of  our  national  transportation 
system. 

However,  the  Department  has  no  plans  for  a  program  targeted  at  the  intercity  bus 
industry.  The  Federal  government  currently  has  programs  within  the  Federal  Tran- 
sit Administration  on  transit/intracity  buses  that  may  have  application  to  intercity 
bus  transportation.  In  addition,  the  Department  of  Energy's  efforts  at  increasing  en- 
ergy efficiency  and  exploring  the  use  of  alternative  fuels  are  also  likely  to  have  ap- 
plication to  intercity  bus  transportation.  Regarding  energy  efficiency,  intercity  bus 
transportation  is  already  the  most  energy  efficient  form  of  transportation  when 
measured  on  a  BTU  per  passenger-mile  basis. 

Accessibility  is  mandated  by  the  Americans  with  Disabilities  Act  (ADA).  Not  later 
than  one  year  after  submission  of  the  Office  of  Technology  Assessment  (OTA)  study 
of  the  intercity  bus  industry,  the  Department  must  issue  new  regulations  providing 
accessibility  to  individuals  with  disabilities,  including  individuals  who  use  wheel- 
chairs. These  regulations  are  to  be  effective  in  1997  for  small  carriers  and  1996  for 
other  carriers. 

Several  relevant  research  and  development  projects  are  already  underway.  Al- 
though they  are  primarily  focused  on  urban  transit,  we  believe  they  would  result 
in  technological  advances  transferable  to  the  intercity  bus  industry.  Currently,  for 
example,  research  is  being  conducted  to  develop  alternative  fuel  transit  buses.  In 
addition,  funding  has  been  provided  to  Federal  Transit  Administration  grantees  in 
Houston  and  to  the  Southern  California  Rapid  Transit  District  to  develop  and  dem- 
onstrate an  advanced  technology  transit  bus  (ATTB).  The  proposed  ATTB  will  fea- 
ture a  low  floor,  light  weight,  accessibility  for  riders  with  disabilities,  low  emissions, 
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and  extensive  use  of  corrosion  resistant  materials  to  enhance  maintenance  and  serv- 
ice reliability.  In  addition,  the  National  Highway  Traffic  Safety  Administration's  re- 
search in  accident  avoidance  is  also  applicable  to  intercity  buses. 

While  the  advanced  designs  incorporated  in  the  ATTBs  will  provide  for  accessibil- 
ity, specific  requirements  For  full  ADA-related  accessibility  for  over-the-road  buses 
must  await  consideration  in  the  Department's  rulemaking  on  this  subject.  Once  it 
is  determined  whether  lifts  or  other  accessibility  features  are  required,  DOT  will 
consider  what  assistance  might  be  applied  to  incorporation  of  the  necessary  tech- 
nology into  intercity  buses. 


Questions  Asked  by  Senator  Exon  and  Answers  Thereto  by  Mr.  Evans. 

American  Buslines,  Inc. 

financial  issues. 

Question  1.  Mr.  Schmieder  testified  that  Greyhound  has  recently  sold  or  de-em- 
phasized related  business  ventures  such  as  bus  manufacturing  and  charter  oper- 
ations. How  do  you  view  other  potential  revenue  streams,  such  as  increased 
paciLage  handling  or  mail  contracts,  which  potentially  could  help  cover  fixed  costs 
and  contribute  needed  revenues  to  the  bus  industry? 

Answer.  My  company  and  many  other  independent  bus  companies  are  seeking  to 
increase  our  package  express  business.  Realistically,  however,  scheduled  intercity 
bus  operators  cannot  compete  effectively  with  small  package  express  companies  like 
United  Parcel  Service  and  Federal  Express  for  the  vast  majority  of  package  ship- 
ments. We  can  compete  effectively  for  shipments  of  commodities  of  unusual  size  or 
characteristics — for  example,  blood  plasma  or  special  machines — and  for  shipments 
requiring  faster  delivery  than  other  parcel  express  companies  can  provide.  While 
this  is  an  important  part  ot  our  business,  it  is  not  likely  even  with  our  best  efforts 
to  contribute  more  than  five  to  ten  percent  of  our  revenues. 

As  to  mail  contracts,  I  am  not  aware  of  any  existing  contracts  between  bus  compa- 
nies and  the  Postal  Service  or  of  the  Postal  Service's  having  expressed  any  interest 
in  such  contracts.  While  bus  companies  would  welcome  any  additional  revenue  from 
that  source,  I  believe  the  Postal  service  currently  has  contracts  with  trucking  com- 

fianies  for  truckload  carriage  of  mail  between  various  points.  Except  for  very  sparse- 
y  populated  areas,  I  doubt  that  bus  companies  could  provide  terms  that  would  be 
competitive  with  truckload  operators. 

Question  2.  Generally  speaking,  how  have  the  independent  bus  companies  fared 
financially  since  the  GreyhoundVTrailways  merger?  Currently,  are  any  regular  route 
intercity  bus  operators  in  good  financial  health?  How  does  Greyhound's  current  fi- 
nancial position  compare  with  the  rest  of  the  industry? 

Answer.  Financial  data  are  available  only  for  Class  I  bus  companies  (those  having 
annual  revenues  in  excess  of  $5  million),  and  the  ICC  publishes  quarterly  reports 
pertaining  to  only  Greyhound  and  nine  of  the  largest  regional  intercity  bus  compa- 
nies, which  together  account  for  approximately  90  percent  of  the  total  revenues  gen- 
erated by  intercity  bus  companies. 

While  the  figures  vary  widely  from  company  to  company,  the  following  generaliza- 
tions can  be  made  about  the  10  or  so  *  companies  about  whom  the  ICC  publishes 
quarterly  reports: 

1.  The  total  net  income  of  the  regional  carriers  has  declined  from  $8,400,000  in 
1987  to  $6,174,000  in  1992. 

2.  The  net  income  of  Greyhound  has  increased  from  a  loss  of  $18,745,000  in  1987 
to  a  reported  income  of  $10,949,000  in  1992. 

3.  The  total  revenue  passengers  carried  by  the  ten  largest  companies  (including 
Trailways  before  its  acquisition  by  Greyhound  on  or  about  July  1,  1987)  has  de- 
clined from  53,497,000  in  1987  to  29,983,000  in  1992. 

In  general,  the  ICC's  figures  indicate  that  the  overall  profits  of  the  regional  car- 
riers have  declined  since  Greyhound's  acquisition  of  Trailways  in  1987  and  Grey- 
hound"s  has  improved  dramatically.  Also,  while  most  of  the  regional  carriers  shown 
in  the  ICC's  reports  are  currently  operating  in  the  black,  a  total  of  $6  million  in 
net  income  for  nine  companies  hardly  reflects  a  robust  financial  condition. 

In  addition,  the  reported  figures  do  not  fully  reflect  the  adverse  impact  of  Grey- 
hound's acquisition  of  Trailways  and  of  its  more  recent  actions  on  the  scheduled 
service  of  the  independent  carriers,  because  the  figures  include  revenues  from  their 
charter  operations. 


1The  ICC  has  varied  to  some  extent  the  regional  carriers  included  in  its  quarterly  reports. 
Approximately  15  different  regional  carriers  have  been  included  in  those  reports  since  1987. 
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Furthermore,  as  noted,  the  reported  figures  do  not  include  the  smaller  independ- 
ent carriers,  which  comprise  the  vast  majority  in  numbers  ot  those  carriers.  While 
figures  are  not  available  for  those  carriers,  my  written  testimony  at  the  hearing  de- 
tailed instances  of  nine  companies  that  have  recently  been  forced  to  terminate  their 
scheduled  service  completely  or  curtail  it  significantly  as  a  result  of  Greyhound's  ac- 
tions, leaving  many  communities  without  any  scheduled  bus  service.  The  fact  that 
charter  service  may  be  available  to  organized  groups  does  not  help  the  thousands 
of  elderly  and  lower  income  people  who  depend  on  scheduled  bus  service. 

OPTIONAL  HONORING  OF  TICKETS 

Question  3.  Mr.  Schmieder  indicated  that  one  reason  for  Greyhound's  refusal  to 
participate  in  optional  honoring  of  tickets  with  the  independent  carriers  is  the  fact 
that  Greyhound  incurs  substantial  marketing  and  advertising  expenses  in  promot- 
ing its  discount  fares,  and  that  it  would  not  be  fair  for  other  carriers  to  get  a  "free 
ride"  on  these  expenditures.  Would  the  independent  carriers  you  represent  be  will- 
ing to  pay  an  advertising  commission  to  Greyhound  if  Greyhound  participated  in 
mutual  optional  honoring  of  interline  tickets? 

Answer.  Yes.  As  I  stated  at  the  hearing,  I  believe  independent  carriers  would  be 
willing  to  pay  a  reasonable  share  of  the  costs  of  advertising  and  promoting  discount 
fares,  although  I  am  not  sure  what  the  most  appropriate  mechanism  for  allocating 
those  costs  would  be. 

Question  4.  You  indicated  in  your  testimony  that  the  independent  carriers  merely 
want  an  opportunity  to  match  any  Greyhound  discount  fare  for  interline  trips.  Have 
you  or  other  independent  carriers  introduced  competitive  fare  programs  to  match 
Greyhound  rates  on  single-line  trips?  Please  explain  your  view  of  market  competi- 
tion iii  the  bus  industry  with  respect  to  single-line  travel. 

Answer.  Yes.  Ny  company  and  other  independent  companies  have  introduced 
fares  to  compete  with  the  discount  fares  offered  by  Greyhound,  and  our  competitive 
fares  apply  to  both  interline  and  single-line  trips.  Greyhound,  however,  has  refused 
to  participate  in  our  matching  fares  to  the  extent  they  would  apply  to  interline  trips 
originating  at  or  destined  to  points  served  by  Greyhound.  When  Greyhound  intro- 
duced its  advance  purchase  discount  fare  in  Tariff  ICC  GL  3565  (also  known  as  NN- 
15)  in  January,  1992,  which  was  restricted  against  interline  trips  involving  most 
independent  carriers,  Capital  Trailways  filed  a  matching  discount  fare  in  a  tariff  is- 
sued by  the  National  Bus  Traffic  Association,  Tariff  3177.  This  tariff  applies  to  sin- 
gle-line trips  by  Capital  and  two  other  carriers  and  to  interline  trips  by  some  30 
other  carriers  that  were  invited  to  participate.  In  addition  my  company  and  others 
have  filed  their  own  individual  tariffs  matching  this  discount.  Greyhound  was  also 
invited  to  participate  in  NBTA  3177  but  declined  to  participate  in  connection  with 
interline  trips  originating  or  terminating  on  its  system.  Similarly,  when  Greyhound 
issued  a  special  holiday  discount  fare  and  a  discounted  children's  fare  in  December 
1991,  other  carriers  filed  two  matching  NBTA  tariffs,  ICC  NBTA  3174  and  ICC 
NBTA  3175. 

The  position  of  the  D3CCC  is  that  all  tickets  issued  by  any  carrier  for  trips  be- 
tween any  two  points  should  be  able  to  be  honored  by  any  carrier  providing  sched- 
uled service  between  those  points  or  over  a  segment  of  the  journey.  Such  a  rule 
maximizes  the  convenience  of  passengers  by  allowing  them  to  select  the  schedules 
and  routes  that  best  serve  their  convenience.  Such  a  rule  also  ensures  that  there 
will  be  at  least  some  competition  on  routes  where  Greyhound  provides  single-line 
service  but  independent  carriers  do  not,  by  allowing  the  independent  carrier  to  offer 
interline  service  between  the  same  points  at  the  same  price.2  Such  a  rule  is  not  nec- 
essary to  ensure  price  competition  on  routes  where  both  Greyhound  and  independ- 
ent carriers  provide  single-line  service,  because  the  independent  carrier  can  match 
or  better  Greyhound's  fares  in  its  own  tariffs;  but  it  still  promotes  the  passengers' 
convenience  in  those  circumstances. 

SAFETY  OF  TERMINALS 

Question  5.  A  common  perception  is  that  bus  terminals,  particularly  in  bigger 
cities,  are  often  unclean  or  unsafe.  Is  this  a  problem,  and  what  are  you  doing  to 
ensure  that  such  terminals  are  safe  and  inviting  to  passengers? 


2 Single-line  service  will  still  usually  be  more  attractive  to  passengers  than  interline  service, 
particularly  if  it  does  not  require  a  change  in  buses.  In  many  cases,  however,  interline  service 
between  two  points  will  provide  much  more  convenient  schedules,  earlier  arrivals  and  less  cir- 
cuitous routes  than  will  single-line  service  between  those  points. 
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Answer.  This  is  a  common  perception.  Although  most  terminals  are  not  as  unsafe 
and  unclean  as  many  people  believe,  the  perception  keeps  many  people  from  using 
buses  and  is  therefore  a  problem. 

Where  we  are  tenants  in  Greyhound  terminals,  our  ability  to  affect  the  situation 
is  limited.  In  our  main  non-Greyhound  terminal,  which  is  in  Indianapolis,  we  have 
a  security  guard  at  all  times. 

Ultimately,  enhancing  security  and  the  appearance  of  terminals  requires  money, 
and  the  limited  revenues  available  from  most  schedules  intercity  routes  limits  how 
much  private  companies  can  spend.  In  my  view,  this  is  one  area  where  the  expendi- 
ture of  public  funds  is  most  appropriate  and  most  needed. 

SUPPORT  PROGRAMS 

Question  6.  What  is  your  view  of  the  effectiveness  of  th.  federal  intercity  bus  sup- 
port programs  under  Section  18?  Aside  from  the  New  York  program,  what  other 
state  programs  have  proven  effective  in  promoting  intercity  service? 

Answer.  To  date  very  few  states  have  spent  any  significant  Section  18  funds  on 
intercity  transportation.  Wisconsin  has  been  the  principal  exception.  To  a  lesser  ex- 
tent North  Carolina  and  one  or  two  other  states  have  spent  significant  Section  18 
funds  on  intercity  transportation.  Whether  new  Section  18(i),  enacted  in  ISTEA,  will 
stimulate  more  funds  for  that  purpose  is  too  early  to  tell.  Under  current  appropria- 
tion levels,  however,  even  if  all  of  the  funds  mandated  by  Section  18(i)  were  spent 
to  support  intercity  bus  service,  the  total  available  would  be  quite  small. 

In  general  the  IBCCC  believes  that  public  financial  support  can  be  very  effective 
in  helping  to  meet  the  public's  intercity  transportation  needs  if,  first,  the  amounts 
dedicated  are  substantially  more  than  what  has  been  appropriated  to  date  and  if 
second,  the  government  does  not  act  at  cross  purposes  by  implementing  other  pro- 
grams that  make  it  very  difficult  for  bus  companies  to  provide  intercity  service  on 
an  economic  basis,  such  as  large  operating  subsidies  given  to  competing  modes. 

As  I  indicated  in  the  previous  answer,  I  believe  that  the  most  effective  and  most 
appropriate  help  that  public  funds  can  provide  to  the  bus  industry  is  in  providing 
and  enhancing  common  terminal  facilities,  particularly  intermodal  facilities  which 
allow  buses,  trains  and  airlines  to  support  each  other  and  best  serve  the  public. 
Most  bus  terminals  today  are  owned  or  controlled  by  Greyhound  and  some  others 
are  owned  or  controlled  by  other  carriers.  In  those  cases,  the  terminal  owners  have 
had  limited  resources  to  put  into  the  terminals  and  often  strive  to  maximize  reve- 
nues by  installing  game  machines,  pay  TV  consoles  and  other  devices  that  further 
contribute  to  the  negative  perception  many  people  have  about  bus  terminals.  Also, 
the  experience  of  independent  carriers  using  Greyhound  terminals  has  vividly 
shown  now  the  competitive  interests  of  the  terminal  owner  often  conflicts  with  its 
providing  full  access  and  nondiscriminatory  treatment  to  other  bus  companies.  This 
has  led  to  acrimonious  disputes  and  significant  loss  of  service  to  the  public.  Since 
there  is  a  clear  public  interest  in  having  all  providers  of  intercity  transportation  use 
the  same  terminal  in  a  community,  publicly  funded  and  owned  terminals  are  the 
best  way  to  promote  all  modes  of  passenger  transportation. 


Questions  Asked  by  Senator  Exon  and  Answers  Thereto  by  Mr.  Farris, 

Valley  Transit  Co.,  Inc. 

financial  issues 

Question  1.  Mr.  Schmieder  testified  that  Greyhound  has  recently  sold  or 
4eemphasized  related  business  ventures  such  as  bus  manufacturing  and  charter  op- 
erations. How  do  you  view  other  potential  revenue  streams,  such  as  increased  pack- 
age handling  or  mail  contracts,  which  potentially  could  help  cover  fixed  costs  and 
contribute  needed  revenues  to  the  bus  industry? 

Answer.  My  company  is  constantly  seeking  to  increase  our  package  express  busi- 
ness. In  order  to  compete  with  UPS,  Federal  Express,  Greyhound  and  others,  we 
provide  free  pickup  and  delivery  service  to  our  customers.  We  view  ourselves  as  a 
service  company  and,  as  such,  must  provide  the  timely,  dependable  service  that  is 
demanded  by  our  customers  in  South  Texas.  Ironically,  our  problem  is  not  with  UPS 
and  Federal  Express.  Instead,  it  is  with  Greyhound  which,  because  it  controls  the 
terminals  in  Houston  and  San  Antonio,  is  in  a  position  to  hold  parcel  express  and 
to  divert  it  to  themselves — contrary  to  the  instructions  of  several  of  our  customers. 
When  this  happens  and  shipments  are  delayed,  the  customers  blame  us.  This  has 
resulted  in  numerous  complaints  about  our  service,  accompanied  in  several  in- 
stances by  the  loss  of  a  customer  to  UPS  or  Federal  Express.  In  such  instance,  how- 
ever, we  are  as  much  a  victim  as  the  customer. 
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Second,  two  months  after  Valley  Transit  opened  a  small  terminal  in  South  Hous- 
ton, Texas,  an  incorporated  town,  to  compete  with  illegal  van  operations  being  con- 
ducted between  Houston  and  points  in  Mexico,  Greyhound  announced  a  new  policy 
that  it  would  only  accept  package  express  shipments  delivered  by  one  Houston- 
based  courier.  Other  couriers  which  had  long  been  utilized  for  pick-up  and  delivery 
work  in  Houston  were  advised  that  they  could  no  longer  bring  shipments  to  the 
Greyhound  terminal.  By  using  its  monopoly  power  over  the  Houston  terminal,  Grey- 
hound anticipated  that  it  could  also  control  the  pickup  and  delivery  of  bus  package 
express  business  in  Houston  with  their  appointed  courier,  and  also  expected  the 
other  P&D  companies  would  discontinue  handling  bus  package  express  packages. 
Instead,  some  01  them  began  dropping  shipments  on  at  Valley  Transit's  small  termi- 
nal in  South  Houston.  Greyhound  complained  about  this  and  even  used  it  as  one 
of  the  reasons  for  evicting  us  from  the  main  Houston  terminal.  Nonetheless,  because 
I  feel  that  Valley  Transit  has  a  common  carrier  obligation  to  accept  shipments  with- 
in the  scope  of  our  certificates,  we  have  refused  to  buckle  under  to  Greyhound's  de- 
mand that  we  terminate  this  service.  I  should  note  for  the  record  that  even  though 
Valley  Transit  delivers  many  of  these  packages  to  Greyhound's  downtown  terminals 
for  delivery  to  points  on  the  Greyhound  system,  Greyhound  is  currently  refusing  to 
pay  Valley  Transit  for  the  services  it  is  rendering  on  Greyhound's  behalf. 

Whatever  the  reasons  for  the  exclusive  arrangement  which  Greyhound  sought  to 
force  on  the  other  couriers  in  Houston,  in  my  opinion,  it  is  short-sighted  and  harm- 
ful to  revenue  streams.  Rather  than  encouraging  shippers  in  South  Houston  to  take 
advantage  of  our  convenient  facility  and  to  use  bus  service,  Greyhound's  actions 
cause  shippers  to  be  inconvenienced,  while  increasing  shipping  costs.  Based  on  my 
many  years  of  experience,  this  is  likely  to  drive  potential  customers  to  UPS  and  oth- 
ers. 

Unfortunately,  the  smaller  bus  companies  need  the  package  express  revenues  to 
supplement  the  income  from  their  regular-route  operations.  While  this  may  not  be 
important  to  some  companies  which  operate  in  densely  populated  areas  where  other 
alternatives  are  readily  available  if  bus  service  is  not  responsive  to  shippers'  needs, 
that  is  not  the  case  in  the  sparsely  populated  portion  of  South  Texas  that  Valley 
Transit  serves.  However,  if  something  is  not  done  in  the  near  future  to  reverse  the 
ICC's  decision  to  allow  Greyhound  to  acquire  all  Trailways  terminals,  Valley  Transit 
and  the  package  express  shippers  it  serves  may  find  themselves  victimized  by  the 
short-sighted  and  ill-advised  policies  which  have  been  adopted  by  Greyhound  in  the 
past  two  years. 

Although  not  directly  responsive  to  the  question,  I  would  also  urge  the  Committee 
to  consider  one  other  matter  that  is  raisedf  by  the  basic  question.  As  a  regular-route 
bus  carrier,  Valley  Transit  welcomes  charter  operations  and  uses  the  revenues  de- 
rived from  such  operations  to  supplement  earnings  from  its  regular-route  oper- 
ations. I  am  not  aware  of  any  bus  company  that  is  providing  dependable,  economic 
charter  operations  that  would  not  continue  in  the  charter  business.  It  is  only  when 
customers  grow  irritated  at  equipment  failures  and  the  failure  of  the  charter  opera- 
tor to  appear  that  a  bus  operator  would  be  forced  to  discontinue  charter  operations. 

Valley  Transit  has  been  successful  in  obtaining  mail  contracts  from  the  U.S.  Post- 
al Service.  This  has  been  mutually  beneficial  as  Valley  Transit  is  well  situated  to 
handle  the  mail  going  to  many  of  the  smaller  communities  that  we  serve  in  South 
Texas.  We  also  expect  additional  contracts. 

Question  2.  Generally  speaking,  how  have  the  independent  bus  companies  fared 
financially  since  the  Greyhound/frailways  merger?  Currently,  are  any  regular-route 
intercity  bus  operators  in  good  financial  health?  How  does  Greyhound's  current  fi- 
nancial position  compare  with  the  rest  of  the  industry? 

Answer.  Until  recently,  Valley  Transit  has  fared  well  financially.  It  has  long  pro- 
vided service  in  the  South  Texas  market  without  obtaining  any  subsidies  from  any 
Federal,  State  or  local  government.  Moreover,  it  has  never  nad  to  consider  declaring 
bankruptcy  in  order  to  shed  millions  of  dollars  of  debt. 

However,  Valley  Transit  now  faces  the  specter  of  financial  ruin  as  a  result  of 
being  terminated  from  the  Greyhound  terminals  in  Corpus  Christi,  San  Antonio  and 
Houston,  upon  which  it  is  dependent  for  interline  connections  with  the  rest  of  the 
intercity  bus  industry.  If  bat  happens,  the  loss  of  interline  revenues  will  have  a  dev- 
astating impact  on  Valley  Transit's  operations.  Since  we  would  be  unable  to  serve 
out  of  the  terminals  where  we  now  connect  with  Greyhound  and  all  other  bus  com- 

{>anies,  Valley  Transit  would  be  forced  to  discontinue  interstate  operations,  thereby 
eaving  a  large  number  of  small  communities  without  any  interstate  bus  service. 
Moreover,  the  loss  of  these  revenues  would  also  impact  the  intrastate  operations  we 
have  long  provided  in  the  Rio  Grande  Valley. 

While  we  have  been  fortunate  in  obtaining  the  protection  of  a  court  order  which 
has   prevented  Greyhound  from  evicting  Valley  Transit,   Greyhound  has  simply 


152 

changed  tactics.  As  a  result,  the  price  of  Greyhound  "withdrawing"  its  eviction  no- 
tice is  a  96.1  percent  increase  in  the  rents  charged  for  the  three  terminals.  Grey- 
hound is  seeking  rent  increases  of  this  magnitude  even  though  Valley  Transit  has 
been  paying  its  pro-rata  share  of  terminal  expenses  under  Greyhound's  formula  for 
determining  Valley  Transit's  pro-rata  share  of  expenses  since  1990. 

This  does  not  bode  well  for  Valley  Transit  or  any  other  carrier  that  must  operate 
through  the  Greyhound  network  of  terminals.  Unfortunately,  the  ICC  has  been  far 
too  intent  upon  preserving  Greyhound  from  its  own  follies  than  in  preserving  a  func- 
tional, efficient  bus  system  that  is  not  victimized  by  the  carrier  holding  monopoly 
power  over  the  only  national  network  of  terminals.  Because  of  Greyhound's  recent 
imposition  of  unconscionable  rent  increases  without  consideration  of  the  impact  on 
the  travelling  public,  I  must  urge  this  Committee  and  the  ICC  to  consider  requiring 
Greyhound  to  divest  itself  of  all  terminals  where  multiple  carriers  perform  interlin- 
ing. Oreyhound  ownership  should  be  replaced  by  "union  terminals  which  are  con- 
trolled by  all  carriers  which  operate  therein.  By  eliminating  Greyhound  as  the  land- 
lord, all  tenant  carriers,  including  Greyhound,  would  be  assured  of  fair  and  reason- 
able rents.  This  would  ultimately  redound  to  the  benefit  of  the  travelling  public  who 
would  not  have  to  pay  a  pass  through  of  the  exorbitant  rents  or  suffer  the  loss  of 
service  if  the  increase  could  not  be  passed  through.  Clearly,  the  tenant  carriers  will 
be  forced  to  eliminate  and  discontinue  service  because  they  cannot  absorb  the  exor- 
bitant rents  that  Greyhound  is  now  demanding.  As  Mr.  Evans  has  testified,  that  is 
already  happening. 

In  response  to  the  inquiry  concerning  the  comparable  financial  positions  of  Grey- 
hound and  the  rest  of  the  industry,  one  need  only  look  at  the  ICC's  April  1  report 
concerning  the  earnings  of  the  "Nation's  Larger  Bus  Companies."  While  Greyhound 
and  its  affiliate,  Texas,  New  Mexico  &  Oklahoma  Coaches,  Inc.  have  operating  ra- 
tio's of  92.9  and  76.3,  respectively,  for  the  twelve  months  ending  December  31,  1992, 
the  remainder  of  the  larger  regional  carriers  are  in  the  high  90's.  A  copy  of  the 
ICC's  report  is  attached. 

As  these  figures  show,  the  time  has  come  tbr  the  ICC  and  this  Committee  to  focus 
on  the  need  to  protect  the  Independents  from  Greyhound.  Entirely  too  much  empha- 
sis has  been  placed  on  Greyhound  and  its  well-being.  Although  Greyhound  insists 
that  its  financial  well-being  is  essential,  I  submit  that  if  Greyhound  were  to  vanish 
from  the  intercity  bus  industry,  a  network  of  Independent  carriers  would  quickly 
emerge  to  replace  it,  as  happened  when  Trallways  eliminated  service  throughout  the 
nation.  In  any  event,  what  is  the  rationale  for  maintaining  a  monopoly  carrier  when 
that  carrier  reneges  on  its  assurances  to  the  ICC  that  it  would  not  abuse  its  monop- 
oly position  with  respect  to  the  terminals  if  the  Commission  would  approve  the 
merger  of  Greyhound  and  Trailways?  As  is  now  evident,  Greyhound  insists  upon 
abusing  its  monopoly  position  to  the  detriment  of  the  travelling  public  which  is  de- 
pendent on  the  smaller  bus  companies  which  must  use  Greyhound's  terminal  net- 
work in  order  to  serve  the  public. 

OPTIONAL  HONORING  OF  TICKETS 

Question  3.  Mr.  Schmieder  indicated  that  one  reason  for  Greyhound's  refusal  to 
participate  in  optional  honoring  of  tickets  with  the  independent  carriers  is  the  fact 
that  Greyhound  incurs  substantial  marketing  and  advertising  expenses  in  promot- 
ing its  discount  fares,  and  that  it  would  not  be  fair  for  other  carriers  to  get  a  "free 
ride''  on  these  expenditures.  Would  the  independent  carriers  you  represent  be  will- 
ing to  pay  an  advertising  commission  to  Greyhound  if  Greyhound  participated  in 
mutual  optional  honoring  of  interline  tickets. 

Answer.  Valley  Transit  would  be  willing  to  pay  a  reasonable  share  of  the  costs 
of  advertising  and  promoting  discount  tickets  if  it  were  satisfied  that  such  costs 
were  justified.  I  would  note  for  the  record  that  Valley  Transit  has  already  advised 
Greyhound  that  it  would  like  to  be  included  in  the  Greyhound  computerized  reserva- 
tion system  and  that  it  would  be  willing  to  pay  a  reasonable  amount  for  that  serv- 
ice. In  response,  Valley  Transit  has  been  advised  that  Greyhound  has  not  decided 
whether  to  include  competitors  in  that  system.  It  is  my  recollection  that  Mr. 
Schmieder  in  his  oral  testimony  advised  this  Committee  that  the  other  bus  compa- 
nies would  be  invited  to  participate  in  the  reservation  system.  Furthermore,  it 
should  be  noted  that  Greyhound  has  been  unwilling  to  let  Valley  Transit  and  others 
place  even  a  minimal  amount  of  advertising  in  the  terminals  which  Greyhound  con- 
trols. 

In  my  opinion,  Greyhound's  actual  response  to  the  competitors,  both  in  terms  of 
the  new  rents  and  the  publication  of  deep  discounts,  reveals  that  Greyhound  is  not 
concerned  about  the  competitors  getting  a  "free  ride."  Instead,  Greyhound's  actions 
must  be  viewed  as  part  of  an  aggressive  campaign  to  eliminate  any  competitors  in 
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the  regional  markets  and  sub-markets  that  Greyhound  wishes  to  dominate.  If  it  can 
do  so  by  publishing  deeply  discounted,  and  heavily  restricted  tickets,  it  will  do  so. 

I  must  also  disagree  with  the  assertion  that  Valley  Transit  is  getting  a  free  ride 
with  respect  to  advertising.  As  reflected  by  the  attached,  Valley  Transit  aggressively 
advertises  the  promotional  fares,  thereby  supplementing  Greyhound's  national  ad- 
vertising campaigns  with  local  advertising  that  is  aimed  at  individuals  most  likely 
to  ride  the  bus. 

Question  4.  You  indicated  in  your  testimony  that  the  independent  carriers  merely 
want  an  opportunity  to  match  any  Greyhound  discount  fare  for  interline  trips.  Have 
you  or  other  independent  carriers  introduced  competitive  fare  programs  to  match 
Greyhound  rates  on  single-line  trips?  Please  explain  your  view  of  market  competi- 
tion in  the  bus  industry  with  respect  to  single-line  travel. 

Answer.  In  the  South  Texas  market,  it  is  Greyhound  which  has  attempted  to 
match  Valley  Transit's  promotional  fares.  Specifically,  Valley  Transit  set  a  $29  spe- 
cial fare  between  Houston  and  the  Rio  Grande  Valley.  Greyhound  matched  this  fare. 
Another  example  is  the  "Exception  F"  to  the  Texas  intrastate  package  express  tariff 
that  was  set  by  Valley  Transit.  Once  again  Greyhound  matched  it.  As  these  exam- 
ples show,  Valley  Transit  will  compete  with  Greyhound. 

However,  the  Greyhound/Trailways  merger  has  seriously  fouled  true  market  com- 
petition by  giving  Greyhound  a  monopoly  with  respect  to  the  ownership  of  the  only 
national  network  of  terminals.  Greyhound  is  not  only  a  competitor  with  virtually 
every  major  bus  company  in  the  United  States,  it  is  also  their  landlord.  By  imposing 
unjustified,  monopoly  rents  and  by  demanding  that  tenant  carriers  bear  a  portion 
of  Greyhound's  administrative  costs  as  a  precondition  to  continued  occupancy,  Grey- 
hound forces  the  tenant  carriers  to  subsidize  Greyhound.  Moreover,  by  imposing 
docking  fees  and  arbitrarily  limiting  the  number  of  schedules  that  the  tenant  can 
operate,  Greyhound  acts  not  only  as  a  landlord,  but  also  as  the  regulator  of  the  bus 
industry. 

In  addition,  by  having  total  control  of  the  terminals,  Greyhound  can  divert  pas- 
sengers and  express  shipments  without  fear.  Moreover,  Greyhound  can  schedule  its 
competitive  schedules  to  run  on  top  of  its  smaller  competitors  until  such  time  as 
the  smaller  competitor  is  forced  to  discontinue  service.  Of  course,  the  primary  loser 
is  the  passenger  who  is  deprived  of  multiple  time  slots  and  a  choice  of  carriers. 

Finally,  one  must  accept  the  name  recognition  that  Greyhound  enjoys  in  most  of 
the  nation.  In  most  instances,  passengers  travelling  to  the  Rio  Grande  Valley  for 
the  fffst  time  have  never  heard  of  Valley  Transit.  Greyhound  is  the  only  name  they 
know.  As  a  result,  Greyhound  will  obtain  the  lion's  share  of  the  travelers  who  fit 
in  this  category.  Valley  Transit  is  very  willing  to  accept  the  fact  that  it  has  a  dis- 
tinct disadvantage  in  this  respect. 

Valley  Transit,  however,  is  strongly  opposed  to  Greyhound's  recent  attempt  to  ex- 
pand its  advantage  by  withdrawing  from  Russell's  Guide,  a  step  which  allows  Grey- 
hound to  avoid  mentioning  the  fact  that  Valley  Transit  may  have  a  more  convenient 
schedule  than  Greyhound.  If  the  passenger  is  given  the  opportunity  to  view  the  con- 
nections and  discovers  that  she  can  eliminate  a  layover  of  8  or  more  hours  by  plan- 
ning to  travel  on  Valley  Transit  from  Houston  to  Brownsville,  or  some  other  point 
in  South  Texas  that  is  not  even  served  by  Greyhound,  she  will  no  doubt  exercise 
the  option  to  travel  on  Valley  Transit.  If  she  is  not  aware  of  Valley  Transit's  exist- 
ence, then  the  passenger  cannot  be  expected  to  take  full  advantage  of  the  options 
that  are  available  to  her.  The  disadvantage  to  the  passenger  will  be  magnified  if 
Valley  Transit  is  denied  the  reservation  system. 

SAFETY  OF  TERMINALS 

Question  5.  A  common  perception  is  that  bus  terminals,  particularly  in  bigger 
cities,  are  often  unclean  or  unsafe.  Is  this  a  problem,  and  what  are  you  doing  to 
ensure  that  such  terminals  are  safe  and  inviting  to  passengers? 

Answer.  Valley  Transit  has  long  sought  to  ensure  the  safety  of  its  passengers.  In 
South  Texas,  our  terminals  are  well  maintained  and  clean.  We  take  great  pride  in 
the  fact  that  we  are  a  service  company  and  we  take  care  of  our  passengers  both 
in  the  terminals,  and  on  our  buses.  As  I  testified,  our  oldest  bus  operating  in  inter- 
city service  is  only  four  years  old. 

The  fact  is  that  we  have  absolutely  no  control  over  the  major  terminals  in  which 
we  operate.  The  Houston,  San  Antonio  and  Corpus  Christi  terminals  are  owned  and 
controlled  by  Greyhound.  Because  Valley  Transit  is  not  allowed  to  have  any  person- 
nel stationed  at  these  terminals,  it  cannot  do  anything  to  improve  terminal  security 
or  cleanliness. 

While  we  accept  the  fact  that  many  of  our  passengers  are  unable  to  afford  their 
own  cars,  much  less  airline  fares,  we  at  Valley  Transit  feel  that  they  are  entitled 
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to  the  best  service  that  we  can  provide.  If  the  recent  articles  in  the  Dallas  Morning 
News  and  the  Watertown  Daily  Times  are  accurate,  it  is  questionable  whether  Grey- 
hound shares  our  concerns  for  its  customers.  As  related  in  the  Dallas  Morning  News 
article  entitled  "Greyhound  adopts  survival  dogma": 

"when  Greyhound  had  competition,  there  was  better  service,"  said  Benny 
Ross,  who  transports  cars  for  dealers  and  relies  on  the  bus.  Mr.  Ross  said  he 
had  ridden  from  Odessa  to  Dallas  the  previous  night  on  a  bus  with  a  broken 
toilet. 

"Three-hundred-eighty  miles  and  stinking  like  that,"  he  said.  "But  the  pur- 
pose of  riding  the  bus  is  to  save  money." 

"We're  dealing  with  the  bottom  40  percent  of  income  structure,"  Mr. 
Schmieder  said,  ^'m  not  going  to  try  to  make  it  an  upscale  way  of  traveling." 
Greyhound's  indifference  to  its  passengers  is  also  reflected  by  the  letter  printed 
in  the  January  16,  1993  edition  ofthe  Watertown  Daily  Times.  That  letter,  appear- 
ing under  the  headline  "Taken  for  a  Ride  by  Greyhound  Monopoly,"  describes  Grey- 
hound's use  of  a  holiday  special"  to  attract  passengers  during  the  Christmas  sea- 
son. As  detailed  in  the  letter,  the  passenger  purchased  a  ticket  for  $200  to  travel 
from  Watertown,  New  York  to  North  Carolina  in  order  to  spend  Christmas  with  her 
son.  When  she  arrived  at  the  terminal,  she  was  told  the  bus  was  overbooked,  but 
she  could  stand  for  100  miles  until  the  bus  reached  Syracuse.  She  declined  the  offer 
and  appeared  the  following  day,  only  to  be  told  the  same  story. 

As  a  result,  she  cancelled  her  trip.  Yet  when  she  asked  for  a  refund  of  the  $200, 
which  her  parents  had  borrowed,  Greyhound  told  her  she  couldn't  get  a  refund. 
Thereafter,  the  passenger's  parents  drove  112  miles  round  trip  to  turn  in  the  ticket 
to  get  the  refund.  Unhappily,  the  letter  to  the  editor  indicates  the  response  they  got 
was  to  "shut  up"  and  take  the  $100  that  Greyhound  was  willing  to  offer. 

While  the  above  may  not  be  directly  responsive  to  making  terminals  "safe  and  re- 
sponsive," the  need  to  be  responsive  does  not  end  when  the  passenger  boards  the 
bus,  or  in  the  latter  instance,  when  the  passenger  is  unable  to  board  the  bus.  In 
my  opinion,  the  above  instances  not  only  dispel  certain  of  the  myths  and  outright 
fabrications  that  have  been  advanced  about  Greyhound's  "concerns"  for  the  traveling 
public,  but  are  themselves  a  prime  reason  for  the  decline  in  bus  ridership.  As  a 
member  of  the  motor  bus  industry,  I  am  being  harmed  by  these  types  of  actions. 
If  Greyhound  "turns  off"  a  passenger  or  a  potential  passenger,  its  actions  tar  the 
entire  bus  industry.  However,  so  long  as  Greyhound  has  its  monopoly  stranglehold 
on  the  terminals,  Valley  Transit  andothers  cannot  overcome  Greyhound's  indiffer- 
ence, if  not  hostility,  to  the  passengers  it  is  supposed  to  serve. 

SUPPORT  PROGRAMS 

Question  6.  What  is  your  view  ofthe  effectiveness  ofthe  federal  intercity  bus  sup- 
port programs  under  Section  18?  Aside  from  the  New  York  program,  what  other 
state  programs  have  proven  effective  in  promoting  intercity  service/ 

Answer.  I  am  unaware  of  any  programs  under  section  18  in  Texas  promoting 
intercity  bus  service.  There  are  programs  under  section  18  providing  vans  to  welfare 
and  charity  organizations  to  transport  their  clients  to  medical  facilities  and  senior 
citizen  activities.  We  have  had  preliminary  discussions  with  the  Texas  Department 
of  Transportation  District  Engineer  in  South  Texas  and  his  planning  staff  to  develop 
programs  for  intercity  bus  service. 


[The  ICC  Report,  several  advertisements,  and  newspaper  articles  may  be  found 
in  the  committee  files.] 


Question  Asked  by  Senator  Exon  and  Answers  Thereto  by  the  ICC 

Question  1.  Do  you  believe  the  ICC  has  authority  under  current  law  to  rule  on 
the  reasonableness  of  bus  terminal  access  charges  and  practices? 

Answer.  The  ICC  lacks  statutory  authority  to  rule  on  the  reasonableness  of  rental 
amounts  that  a  bus  carrier  may  charge  a  tenant  to  use  its  terminal;  the  ICC's  rea- 
sonableness jurisdiction  under  49  U.S.C.  10701  runs  only  to  carrier/shipper-pas- 
senger disputes. 

However,  there  are  two  statutory  sources  that,  in  addressing  certain  situations, 
may  allow  the  Commission  to  require  bus  terminal  access.  Bus  carriers  are  directed 
to  establish  through  routes  with  each  other.  49  U.S.C.  10703(aX3).  While  bus  car- 
riers need  not  typically  share  their  terminals  to  operate  such  routes,  49  U.S.C. 
10703(b),  Congress  gave  the  Commission  broad  discretion,  where  necessary,  to  pre- 
scribe through  bus  routes  "and  the  conditions  under  which  those  routes  must  be  op- 
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erated."  49  U.S.C.  10705(aXl).  Although  it  has  never  been  used  in  this  way,  this 
provision  could  be  read  broadly  to  give  the  ICC  discretion,  when  prescribing  through 
routes,  to  require  bus  carriers  to  share  their  terminals  and  to  set  the  level  of  any 
necessary  rent  as  part  of  "the  conditions"  governing  the  prescribed  route's  operation. 
A  majority  of  the  Commission  does  not  believe  section  10705  should  be  so  broadly 
interpreted. 

Second,  in  the  exercise  of  its  exclusive  jurisdiction  to  approve  mergers  and  other 
consolidations  that  are  "consistent  with  the  public  interest,  49  U.S.C.  11344(c),  the 
Commission  may  impose  protective  conditions  to  require  other  carriers  to  have  ac- 
cess to  merged  facilities  to  replace  reduced  or  eliminated  competitive  options,  and 
to  fix  the  terms  of  that  access.  That  authority  extends  post-consummation,  allowing 
the  ICC  to  reopen  completed  transactions  and  impose  conditions  necessary  to  ame- 
liorate transaction-produced  competitive  concerns  that  may  subsequently  arise.2  The 
Commission  may  also  reserve  jurisdiction  at  the  time  that  it  approves  a  merger  to 
impose  further  needed  competitive  conditions.3 

The  ICC  has  invoked  this  authority  to  reopen  the  GreyhoundVTrailwavs  bus  merg- 
er4 to  impose  conditions  that  afforded  temporary  access  to  certain  Greyhound  termi- 
nals to  two  regional  bus  carriers,  while  it  investigated  whether  Greyhound's  can- 
cellations of  the  regionals'  terminal  leases  was  transaction-related  anticompetitive 
conduct  sufficient  to  warrant  a  more  permanent  access  condition.5  That  authority 
has  been  challenged  on  judicial  review  in  the  Cascade  case.6 

Question  2.  In  the  Cascade  Trailways  terminal  charges  case,  the  ICC  recently  de- 
nied a  petition  for  reconsideration  and  stated  that  there  was  "no  strong  showing  of 
harm  to  the  public  interest  and/or  competition."  Yet,  I  understand  that  Cascade  is 
no  longer  able  to  provide  any  scheduled  service  from  Seattle  to  Sacramento.  I  am 
also  aware  that  the  ICC  made  a  similar  ruling  in  the  Blue  Ridge  case,  and  now  Blue 
Ridge  is  no  longer  providing  any  scheduled  service  either.  Could  you  please  explain 
the  ICC's  application  of  the  public  interest/competition  standard  in  those  cases? 

Answer.  This  test  was  applied  during  the  ICC's  consideration  of  post-merger  ac- 
cess conditions  for  Blue  Ridge  and  Cascade  under  49  U.S.C.  11351  and  11344(c),  but 
within  the  necessary  context  of  its  1988  decision  approving  the  Greyhound  I  Trail- 
ways  merger. 

When  the  Commission  considered  the  merger,  several  regional  bus  carriers  asked 
the  agency  to  impose  various  protective  conditions  to  it,  including  impartial  access 
to  the  consolidated  Greyhound/Trailways  terminals  at  "reasonable  rates."  4  I.C.C.2d 
at  608.  However,  in  imposing  no  conditions  to  the  transaction,  the  Commission  ex- 
plained that  a  broad  terminal  access  condition  was  inappropriate  because,  absent 
mutual  agreement  with  individual  bus  carriers  at  each  terminal  site,  Greyhound, 
as  a  private  company,  should  be  under  "no  obligation"  to  allow  its  competitors  to 
use  its  terminals  to  conduct  their  operations.  4  I.C.C.2d  at  612.  Nonetheless,  mind- 
ful that  the  merger  conferred  significant  market  power  on  Greyhound  within  the 
bus  industry,  the  Commission  reserved  jurisdiction  to  "monitory  the  effects  of  this 
transaction  as  part  of  its  continuing  oversight  of  the  bus  industry,"  4  I.C.C.2d  at 
615,  and,  if  necessary,  reopen  the  merger  and  "take  appropriate  remedial  action  to 
eliminate  abusive  or  anticompetitive  practices  by  Greyhound."  7 


1See  e.g.,  Union  Pacific-ControlMissouri  Pacific;  Western  Pacific,  366  I.C.C.  459,  572-78,  585- 
88  (1982),  affd  sub  nom.  Southern  Pac.  Transp.  Co.  v.  ICC,  736  F.2d  708,  721  (D.C.  Cir.  1984), 
cert,  denied,  469  U.S.  1208  (1985). 

2  49  U.S.C.  11351;  Penn-Central  Merger  Cases,  389  U.S.  486,  522  (1968). 

3  See  e.g.,  CSX  Corp.— Control— American  Commercial  Lines,  Inc.,  2  I.C.C.2d  490,  555  (1984), 
affd  sub  nom.  Crounse  Corp.  v.  ICC,  781  F.2d  1176,  1191  (6th  Cir.  1986),  cert,  denied  107  S. 
Ct.  290,  291  (1986);  Union  Pacific  Corp.— Control— Missouri-Kansas-Texas  R.R.  Co.,  4  I.C.C.2d 
409,  417,  437  (1988),  dismissed  on  other  grounds,  RLEA  v.  ICC,  883  F.2d  1079  (D.C.  Cir.  1989). 

*GLI  Acquisition  Co.— Purchase— Trailways  Lines,  4  I.C.C.2d  591  (1988)  ("Grevhound/Trail- 
ways"),  affd,  No.  MC-F-18505  (ICC  Oct  6,  1988),  affd  sub  nom.  Peter  Pan  Bus  Lines  v.  ICC, 
Nob.  88-1556  and  88-1567  (D.C.  Cir.  May  8,  1989)  (per  curiam). 

6  Greyhound  Lines — Purchase — Trailways  Lines  [Blue  Ridge  Lines,  Ltd. — Petition  to  Reopen], 
No.  MC-F-18505  (ICC  Dec.  12,  1990),  stay  denied  Greyhound  Lines  v.  7CC,  No.  90-4920  (5th  Cir. 
Dec.  17,  1990)  (Davis,  J.,  dissenting)  ("Blue  Ridge");  [Bremerton-Tacoma  Stages.  Inc.,  d/b/a  Cas- 
cade Trailways— Petition  to  Reopen],  No.  MC-F-18505  (ICC  July  24,  1992)  ("Cascade").  In  each 
case,  after  investigation,  the  Commission  declined  to  afford  permanent  access  relief.  Blue  Ridge 
(ICC  Feb.  8,  1991);  Cascade  (ICC  Aug.  14,  1992,  Mar.  3,  1993). 

"Greyhound  Lines  v.  ICC,  No.  92-4768  (5th  Cir.,  pet  for  rev.  filed  July  28,  1992).  Greyhound 
argues  that  the  ICC  lacks  jurisdiction  to  impose  any  bus  terminal  access  conditions,  or  that, 
alternatively,  it  waived  any  postrmerger  jurisdiction  that  it  might  have  had  by  failing  to  suffi- 
ciently reserve  jurisdiction  at  the  time  that  it  approved  the  merger. 

''Greyhound  Lines— Purchase— Scenic  Trails,  No.  MC-F-19206,  slip  op.  at  5  and  n.ll  (ICC 
June  22,  1990). 
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The  Blue  Ridge  and  Cascade  petitions  seeking  terminal  access  conditions  on  an 
emergency  basis  were  considered  in  this  context.  In  each  case,  Greyhound  canceled 
existing  access  arrangements  acquired  by  lease  or  accepted  invitation.  The  cir- 
cumstances of  each  termination  raised  concern  of  possible  misuse  of  Greyhound's 
market  power.  Blue  Ridge  was  evicted  on  one  days  notice  just  prior  to  the  busy 
Thanksgiving-Christmas  travel  season  allegedly  for  failing  to  pay  rent,  even  though 
Greyhound  never  stated  terms,  requested  payment,  or  tendered  a  written  lease;  on 
the  surface,  Greyhound's  cancellation  of  Cascade's  leases  appeared  to  be  one  of  sev- 
eral in  a  series  of  responses  to  Cascade's  introduction  of  new  competitive  service. 

In  each  situation,  however,  the  Commission  could  not  conclude  on  the  basis  of  the 
emergency  petitions  that  Greyhound's  conduct  warranted  a  continuing  access  condi- 
tion: in  Blue  Ridge,  negotiations  for  rental  terms  were  proceeding;  in  Cascade,  Grey- 
hound had  an  unqualified  contract  right,  as  did  Cascade,  to  cancel  the  leases  on  30 
days'  notice.  Further,  neither  regional  carrier  had  any  other  residual  right — through 
contract,  statute,  or  otherwise — to  conduct  their  bus  operations  at  Greyhound  termi- 
nals. Accordingly,  balancing  the  concerns  in  each  case,  the  Commission  reopened 
Greyhound  I Trailways  and  imposed  limited  conditions  that  afforded  temporary  ac- 
cess, while  it  investigated  the  matters  further. 

The  Commission's  development  and  application  of  the  "harm-to-the-public  inter- 
est/competition" standard  to  evaluate  the  regional  bus  carriers'  request  for  perma- 
nent relief  similarly  reflected  the  competing  concerns  here.  A  permanent  terminal 
access  condition  to  the  GreyhoundVTrailways  merger  was  denied  in  each  case  be- 
cause neither  Blue  Ridge  nor  Cascade  could  demonstrate  that  Greyhound's  action 
required  it:  in  Blue  Ridge,  the  Commission  found  that  Greyhound  continued  to  pur- 
sue good  faith  negotiations  for  the  terms  of  Blue  Ridge's  use  of  certain  terminals; 
in  Cascade,  the  agency  found  that  the  terms  that  it  was  offering  Cascade  for  re- 
newed access  were  "sufficiently  prudent  and  businesslike"  to  dispel  any  suggestion 
that  they  were  "motivated  by  other  than  normal  business  considerations."8 

The  public  interest/competition  test  reflects  the  Commission's  policy  that  access 
conditions  to  mergers  be  imposed  judiciously  and  only  to  protect  competition  and 
adequacy  of  service  to  the  traveling  public,  not  competitors.9  Under  its  continuing 
jurisdiction  to  monitor  competitive  issues  arising  from  Greyhound's  consolidation  of 
intra-bus  industry  market  power  through  the  merger,  this  standard  will  allow  the 
Commission  to  intercede  should  Greyhound  engage  in  conduct  that  is  clearly  abu- 
sive and  detrimental  to  competition.  Greyhound's  conduct  in  the  Cascade  and  Blue 
Ridge  matters  did  not  warrant  Commission  action. 


Chairman  McDonald,  joined  by  Vice  Chairman  Simmons,  commenting:  I  do  not 
share  in  the  majority's  bold  statement  in  the  answer  to  Question  No.  1  that  the 
Commission  believes  that  Section  10705  should  not  be  interpreted  so  broadly.  In 
fact,  I  question  the  soundness  of  the  majority's  decision  to  state  such  a  proposition 
now,  when  the  Commission  has  yet  to  state  its  position  on  this  issue  in  the  context 
of  an  actual  proceeding.  The  majority's  assertion  here  seems  to  run  counter  to  the 
actual  language  of  the  statute,  which  appears  to  allow  the  Commission  sufficient 
discretionary  authority.  Apparently,  the  majority  believes  that  the  Commission's  re- 
luctance to  impose  permanent  terminal  access  conditions  in  recent  cases  is  proof  of 
a  policy  not  to  interpret  Section  10705  broadly.  To  assume,  however,  as  the  majority 
does,  that  a  failure  to  exercise  discretionary  authority  is  an  admission  by  the  Com- 
mission that  it  lacks  such  authority  is  a  pale  attempt  to  justify  a  policy  position  that 
the  Commission  has  yet  to  adopt.  In  my  view,  the  Commission  has  yet  to  make  a 
determination  of  how  Sect  ion  10705  should  be  interpreted  in  this  context,  and,  as 
a  result,  I  cannot  join  in  this  part  of  the  majority's  answer  to  Question  No.  1. 


8 Cascade,  slip  op.  at  6-7  (ICC  Aug.  14,  1992).  Greyhound  had  represented  that  its  cancellation 
of  Cascade's  leases  was  not  responsive  to  Cascade's  new  service,  but  part  of  a  nationwide  pro- 
gram to  restructure  all  leases  to  obtain  economic  returns  that  reflected  ita  tenants'  propor- 
tionate, non-subsidized  share  of  the  costs  of  operating  the  terminals.  On  that  basis,  Greyhound 
sought  rentals  based  on  a  "cost-to-sell"  ratio,  in  which  Cascade  and  other  tenants  would  pay 
the  same  percentage  of  total  terminal  costs  at  each  site  as  their  percentage  of  that  terminal's 
total  ticket  sales.  Greyhound  afforded  Cascade  the  opportunity  to  retain  their  tenancy  on  those 
terms. 

•Cormpare  Railroad  Consolidation  Procedures,  363  I.C.C.  784  (1981),  49  C.F.R.  1180.1. 
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Letter  From  Gov.  Maxine  B.  Moul 

April  2,  1993. 

Senator  ERNEST  F.  HOLLINGS 

U.S.  Senate 

Washington,  DC    20510-6125 

Dear  Chairman  HOLLINGS:  Thank  you  for  the  opportunity  to  respond  to  Senator 
Exon's  post-hearing  questions  regarding  my  testimony  at  the  Commerce  Commit- 
tee's Surface  Transportation  Subcommittee  hearing  on  Intercity  Bus  Industry  Over- 
sight. 

Following  are  the  years  and  percentages  of  increase  on  terminal  fees  for  the  past 
fifteen  years— 1978,  15  percent  fee;  1983,  18  percent  fee;  1987,  21  percent  fee;  1988, 
25  percent  fee;  and  1992,  32  percent  fee. 

As  to  Greyhound's  assertion  that  carriers  can  often  rent  space  right  next  door, 
across  the  street,  or  practically  anywhere  adequate  parking  is  available — Arrow 
makes  only  two  stops  per  day  at  the  Omaha  terminal,  so  it  would  be  financially  im- 
possible to  rent  space  for  only  two  stops.  Arrow  could  not  afford  it. 

I  hope  this  is  helpful  in  answering  Senator  Exon's  questions.  Please  let  me  know 
if  I  can  be  of  further  assistance. 
Sincerely, 

Maxine  B.  Moul, 
Lieutenant  Governor. 


Letter  From  David  G.  Putz  for  Elliot  G.  Sander,  Deputy  Assistant 
Commissioner  for  Transit,  New  York  Department  of  Transportation 

April  9,  1993. 

Hon.  Earnest  F.  Hollings, 

U.S.  Senate, 

Washington,  DC    20510-6125 

Dear  Senator  Hollings:  I  wish  respond  to  your  question  regarding  Mr. 
Halvorson's  proposal.  I  also  wish  to  add  to  my  written  testimony  of  3/11/93  m  two 
respects:  (1)  further  developments  in  New  York  State  regarding  bus  terminal  licens- 
ing agreements,  and  (2)  a  further  explanation  of  New  York's  intercity  subsidy  pro- 
gram. 

response  to  Minnesota's  proposal 

A  carrier  comes  under  ICC  jurisdiction  to  ensure  safety  and  fitness.  Mr. 
Halvorson's  proposal  is  to  exempt  Minnesota  based  Section  18  carriers  that  carry 
passengers  into  nearby  states  for  hopping,  health  care,  etc.  from  ICC  regulation.  Al- 
though these  are  small  carriers  using  small  vehicles,  the  ICC  considers  still  requires 
$1.5  million  in  liability  insurance.  Minnesota  considers  this  onerous,  and  the  high 
costs  of  this  insurance  limit  the  service  that  can  be  provided  to  Minnesota  residents. 

The  key  question,  it  appears  to  us,  is  the  adequacy  of  the  protection  of  the  public 
interest.  The  purpose  of  ICC  regulation  is  to  ensure  economic,  safety  and  fitness 
regulation.  Were  these  to  operate  solely  in  Minnesota,  they  would  be  subject  only 
to  State  regulation,  not  to  the  ICC. 

Let  us  accept  that  the  need  for  economic  regulation  is  moot — the  FTA  Section  18 
process  ensures  competitive  procurement  where  these  services  are  provided  in  the 
private  sector.  Our  concern  remains  with  the  interests  of  the  neighboring  states  into 
which  these  vehicles  operate,  with  respect  to  safety  and  fitness.  Were  these  oper- 
ations exempt  from  ICC  regulation,  who,  if  not  the  ICC,  would  protect  the  interests 
of,  say  Iowa,  if  Iowa's  standards  of  fitness  and  safety  differed  from  Minnesota's?  In 
New  York,  for  example,  carriers  that  come  under  our  regulatory  authority  are  sub- 
ject to  State  safety  inspections  every  six  months.  We  learned  from  the  Greyhound 
situation  during  their  strike  that  other  states'  inspection  programs  were  less  strin- 
gent than  ours  and  insufficient  to  protect  our  interest  when  these  vehicles  operated 
in  New  York  State. 

We  do  agree  that  these  carriers  are  travelling  only  incidental  distances  into  adja- 
cent states,  and  serving  primarily  Minnesota  residents,  and  therefore,  some  relief 
from  ICC  regulation  may  be  desirable.  We  see  three  possible  solutions: 

1.  Define  Exempt  Zones.  Apply  to  the  ICC  to  define  exempt  zones;  similar  to  those 
that  exist  in  Duluth  and  other  locations  identified  in  Mr.  Halvorson's  testimony.  We 
believe  the  ICC  has  the  regulatory  authority  to  do  this.  However,  this  would  provide 
no  protection  for  adjacent  states. 
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2.  Define  An  Exempt  Program.  Have  the  ICC  define  a  classification,  into  which 
these  carriers  would  fall  similar  to  the  standards  Mr.  Halvorson  suggested.  Estab- 
lish appropriate  standards,  possibly  different  from  current  standards,  including  re- 
quirements for  reciprocal  agreements  among  the  affected  states.  The  standard  might 
be  the  most  stringent  state  standards  among  the  states  involved.  If  Minnesota, 
Iowa,  Wisconsin,  etc.  can  mutually  agree  to  a  different  set  of  standards,  within  the 
framework  to  be  established  by  the  ICC  for  such  carriers,  then  these  other  states 
could  accept  Minnesota's  regulatory  mechanism  for  these  carriers  that  operate  into 
the  adjacent  states.  Possibly,  the  ICC  should  approve  these  reciprocal  agreements. 

We  would  suggest  that  these  standards  include  requirements  for  both  safety  and 
fitness;  e.g.  insurance  requirements.  Furthermore,  we  would  suggest  that  all  car- 
riers, both  public  and  private  be  subject  to  home  state  regulation  if  they  operate  in- 
cidentally into  other  states.  It  is  important  to  Iowa  that  even  a  Minnesota  public 
carrier  be  compelled  to  meet  Minnesota's  standards. 

Di  New  York,  for  example,  public  entities  operating  transit  are  not  subject  to  eco- 
nomic regulation,  and  are  subject  to  limited  safety  regulation. 

3.  Adjust  Insurance  Requirements.  This  approach  would  continue  to  subject  these 
interstate  operations  to  ICC  regulation,  but  would  simply  adjust  the  insurance  re- 
quirement to  a  more  acceptable  level. 

There  are  instances  in  New  York  were  private  carriers  of  disabled  persons  cross 
state  lines  into  adjacent  states,  and  are  subject  to  the  higher  ICC  insurance  limits. 
We  are  not  aware  of  complaints  from  these  carriers  regarding  the  required  insur- 
ance levels. 

BUS  TERMINAL  LICENSING  AGREEMENT  DEVELOPMENTS  IN  NEW  YORK  STATE 

Since  I  testified  last  month,  there  has  been  a  serious  development  regarding  the 
terminal  agreements  in  New  York. 

Since  October  1,  1992,  Greyhound,  which  owns  the  Syracuse  terminal,  sought  a 
commission  level  which  has  forced  three  local  feeder  carriers — Onondaga  Coach, 
Syracuse  and  Oswego,  and  Central  New  York  Coach — out  of  the  terminal  so  that 
their  passengers  are  now  served  on  the  street.  This  creates  an  inconvenience  and 
a  safety  hazard  to  the  travelling  public,  especially  in  inclement  weather.  Grey- 
hound's position  is  particularly  difficult  to  understand,  since  these  three  carriers  are 
feeders — not  competitors — that  never  did  generate  much  commission  revenue,  but 
their  connecting  passengers  did  travel  long  distances  on  Greyhound.  Greyhound  has 
lost  the  long  distance  connections  of  their  passengers,  as  well.  Some  of  these  car- 
riers may  well  leave  the  business. 

The  remaining  three  carriers  in  Syracuse — Adirondack,  Empire,  and  Capitol 
Trailways — have  been  compelled  to  pay  signiflcanfly  higher  commissions  to  Grey- 
hound, at  three  to  four  times  the  former  rate,  since  Oct  1992.  They  now  plan  to  es- 
tablish their  own  separate  terminal  in  the  Syracuse  area.  After  the  Congressional 
Testimony,  NYSDOT  interceded  with  Greyhound  on  behalf  of  the  regional  carriers 
on  this  issue,  in  an  effort  to  seek  an  acceptable  middle  ground,  but  to  no  avail. 

The  Department  believes  this  to  be  a  regrettable  outcome.  The  establishment  of 
a  second  terminal  in  the  Syracuse  area  is  the  antithesis  of  the  seamless  transpor- 
tation travel  that  is  an  essential  intermodal  goal  of  ISTEA.  Mthough  we  recognize 
Greyhound's  right  to  recover  its  costs  in  terminal  facilities  which  they  own,  in  this 
case,  they  sought  to  increase  their  terminal  rental  income  from  $100,000  to  roughly 
$309,000.  The  result  of  their  actions  is  that  they  will  receive  no  rental  income  from 
other  carriers  at  all,  and  they  will  also  lose  convenient  connections  that  feed  pas- 
sengers to  their  longer  distance  routes  from  regional  carriers.  The  regional  earners, 
in  establishing  their  separate  terminal,  will  be  able  to  capitalize  the  cost  and  oper- 
ate the  facility  at  a  cost  less  than  demanded  by  Greyhound,  even  though  total  ex- 
penditures on  facilities  will  increase  as  a  result  of  this  action. 

An  opportunity  to  cooperate  to  reduce  overall  costs  has  been  lost.  These  savings 
should  have  been  reinvested  in  other  passenger  amenities.  We,  and  the  regional  car- 
riers, would  have  preferred  this. 

We  contacted  both  Greyhound  and  the  ICC  regarding  this  development.  The  re- 
gional carriers  had  feared  that  they  would  be  evicted  from  the  Greyhound  terminal 
on  30  days  notice,  once  their  plans  became  known  to  Greyhound.  Greyhound,  as  you 
can  see  from  the  enclosed  letter  from  their  General  Counsel,  has  indicated  it  would 
cooperate  in  a  smooth  transition. 

Greyhound's  position  on  the  terminal  issue  also  directly  and  adversely  impacts 
two  tenant  carriers  in  their  terminal  in  Hempstead,  Long  Island,  New  York,  al- 
though to  a  lessor  degree.  There  are  other  locations  where  there  are  multiple  termi- 
nals— Albany  and  Binghamton — and  Greyhound's  policy  will  preclude  terminal  con- 
solidations in  these  locations. 
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We  were  not  able  to  bring  these  developments  to  the  committee's  attention  while 
negotiations  were  proceeding. 

NEW  YORK  SUBSIDY  PROGRAM 

In  response  to  a  question  you  asked  at  the  hearing,  I  offer  the  following  additional 
information. 

New  York  provides  25  cents  per  revenue  passenger,  and  56  cents  per  revenue  ve- 
hicle mile  to  most  qualifying  local  transit  services  and  to  many  intercity  services. 
The  theory  is  to  provide  an  incentive  for  effective  service  by  the  passenger  part  of 
the  formula,  and  support  for  operating  costs  by  the  vehicle  mile  side  of  the  formula. 
Intercity  carriers,  which  carry  few  people  but  very  long  distances,  earn  virtually  all 
of  their  subsidy  on  the  vehicle  mile  part  of  the  formula. 

How  does  this  work  in  practice?  Assume  a  carrier's  cost  per  mile  is  $2.50.  If  pas- 
senger revenue  is  15  cents  per  passenger  mile,  he  would  require  17  passengers  per 
mile,  on  average,  to  break  even. 

With  a  subsidy  of  56  cents  per  mile,  22  percent  of  his  costs  are  subsidized.  This 
reduces  his  break  even  to  only  13  passengers.  This  may  not  seem  like  much,  but 
in  fact,  several  of  our  carriers  operate  in  this  range,  on  average,  and  the  subsidy 
is  a  key  to  their  ability  to  maintain  services  to  rural  areas.  Overall,  the  cost  recov- 
ery ratios  of  the  intercity  carriers  are  in  the  80  percent  range. 

Rural  feeder  routes  do  not  typically  average  passenger  counts  this  high;  but  rath- 
er they  are  in  a  sense  cross  subsidized  by  the  earners'  mainline  routes  between 
major  cities.  However,  these  feeder  routes  produce  passengers  who  accrue  many 
miles  on  main  line  routes  that  would  otherwise  not  be  available  to  the  carrier.  As 
a  result,  some  rural  feeder  routes  can  operate  with  fewer  than  10  passengers  per 
mile. 

In  the  early  days  of  deregulation  (1983),  New  York  maintained  several  Greyhound 
routes  through  this  program  that  Greyhound  sought  to  abandon.  However,  further 
assessment  revealed  that  generally,  these  Greyhound  services  were  serving  very  few 
riders,  and  were  generally  duplicative  of  other  routes,  and  most  were  abandoned  by 
1988.  More  recently,  Greyhound  has  abandoned  all  but  two  of  its  remaining  rural 
feeder  routes,  and  has  not  sought  State  support  for  them.  However,  some  of  these 
routes  have  been  restored  through  other  carriers  with  State  financial  assistance.  At 
this  time,  communities  served  Dy  former  Greyhound  routes  have  not  been  com- 
pletely abandoned,  although  there  may  have  been  reductions  in  daily  frequencies, 
or  reliance  on  adjacent  routes  short  distances  away. 

I  appreciate  this  opportunity  to  provide  comment  to  the  Subcommittee,  and  would 
be  pleased  to  respond  to  any  other  questions  that  might  arise. 
Sincerely, 

David  G.  Putz, 
for  Elliot  G.  Sander, 
Deputy  Assistant  Commissioner  for  Transit. 


letter  from  george  w.  hanthorn,  senior  vice  president,  general  counsel  and 

secretary,  greyhound  lines,  inc. 

March  25,  1993. 

Mr.  Elliott  G.  Sander 

Deputy  Assistant  Commissioner,  New  York  State  Department  of  Transportation,  1220 
Washington  Avenue,  Room  4-134,  Albany,  NY    12232 

Dear  Commissioner  Sander:  As  a  follow-up  to  our  phone  conversation  yesterday, 
I  wanted  to  reiterate  that  Greyhound  an  not  respond  favorably  to  your  request  tnat 
Greyhound  offer  special  financial  arrangements  to  Adirondack  Trailways  and  Em- 
pire Trailways,  tenants  in  Greyhound's  Syracuse  facility. 

New  York  Department  of  Transportation  is  asking  Greyhound  to  permit  the  New 
York  carriers  to  occupy  Greyhound's  Syracuse  terminal  at  a  rate  computed  on  dif- 
ferent terms  than  are  available  to  every  other  carrier  in  the  country  and  which  is 
below  the  rate  required  by  Greyhound  to  realize  some  modest  return  on  the  services 
provided.  Greyhound  has  consistently  refused  to  offer  unique  tmancial  arrange- 
ments to  any  carrier,  despite  repeated  requests  to  do  so.  It  is  Greyhound's  view  that 
its  tenants  should  be  treated  consistently  and  that  no  carrier  should  be  singled  out 
for  special  treatment. 

Greyhound  has  been  negotiating  since  last  Fall  with  a  group  of  carriers,  rep- 
resented in  part  by  Gene  Berardi  of  Adirondack.  Greyhound  has  made  significant 
concessions  from  the  lease  agreement  it  first  offered  its  tenants.  These  concessions 
have  been  in  both  financial  and  non-financial  terms  of  the  agreement  and  its  is 
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Greyhound's  perception  that  the  team  that  it  has  been  negotiating  with,  including 
Mr.  Berardi  has  generally  agreed  to  the  new,  revised  terms.  There  is  now  a  mecha- 
nism in  the  lease  by  which  tenants  can  verify  the  basis  of  the  rates  charged  by 
Greyhound.  This  audit  mechanism  is  available  to  any  carriers  that  believes  that 
Greyhound's  rates  do  not  accurately  reflect  its  costs  at  the  subject  facility.  Grey- 
hound believes  that  the  rates  quoted  accurately  reflect  Greyhound's  costs  plus  a 
profit  of  ten  percent,  but  if  it  is  found  that  the  underlying  costs  are  not  accurately 
stated  a  mechanism  exists  for  adjustment  of  those  rates. 

Both  Adirondack  and  Empire  receive  substantial  state  subsidies  annually  from 
New  York  DOT.  Greyhound  does  not.  Greyhound  understands  and  appreciates  the 
significant  investment  that  New  York  DOT  has  in  these  New  York  based  carriers 
through  the  extensive  state  support  that  you  provide  them.  We  respect  your  right 
to  seek  a  special  deal  on  behalf  of  your  client  carriers.  1  hope  you  will  similarly  re- 
spect and  understand  Greyhound's  need  to  deal  fairly  and  consistently  with  all  of 
its  tenant  carriers  nationwide. 

We  would  suggest  that  a  more  appropriate  way  for  New  York  to  support  these 
two  companies  would  be  to  direct  some  of  the  subsidies  that  they  receive  to  making 
up  the  difference  between  the  terminal  payments  that  they  make  at  the  Greyhound 
terminal  and  the  lower  rent  that  they  claim  that  they  can  get  elsewhere.  This  would 
permit  both  carriers  to  remain  tenants  in  Greyhound's  terminal.  Greyhound  is  sim- 
ply not  willing  to  offer  them  a  better  arrangement  than  it  is  offering  other  carriers, 
nor  is  Greyhound  willing  to  continue  to  subsidize  their  occupancy. 

Greyhound  has  been  an  advocate  since  at  least  1987  for  the  construction  of  a 
transportation  center  in  Syracuse.  Representatives  of  Greyhound  have  worked  with 
Warren  Frank,  Woody  Woodruff  and  other  at  Centro  on  that  project.  We  remain 
committed  to  such  a  project  and,  assuming  that  the  financial  terms  and  physical  ac- 
commodations meet  Greyhound's  needs,  remain  very  interested  in  becoming  a  ten- 
ant in  such  a  public  facility. 

Finally,  I  wanted  to  reiterate  that  if  Adirondack  and  Syracuse  elect  to  relocate 
because  they  are  able  to  realize  more  favorable  terms  elsewhere,  Greyhound  will 
make   every   effort   to   work    with   them   to   make   the   transition   smooth   and   as 
nondisruptive  for  all  parties  as  possible. 
Sincerely  yours, 

George  W.  Hanthorn, 
Senior  Vice  President,  General  Counsel  and  Secretary. 


Questions  Asked  by  Senator  Exon  and  Answers  Thereto  by  Mr.  Schmieder 

financial  issues 

Question  1.  You  testified  that  Greyhound  has  recently  sold  or  de-emphasized  re- 
lated business  ventures  such  as  bus  manufacturing  and  charter  operations.  Could 
you  explain  why  Greyhound  divested  its  charter  operations,  if  such  operations  were 
profitable,  as  you  testified?  How  do  you  view  other  potential  revenue  streams,  such 
as  increased  package  handling  or  mail  contracts,  which  might  help  cover  fixed  costs 
and  contribute  needed  revenues  to  the  bus  industry? 

Answer.  As  a  part  of  its  Chapter  XI  reorganization  plan,  Greyhound  sold  or  de- 
emphasized  all  of  its  non-core  businesses,  including  its  charter  business,  in  order 
to  focus  its  assets  on  its  core  business,  the  regular  route  intercity  bus  business. 
Greyhound  had  limited  assets  to  deploy  and  chose  to  invest  them  in  its  primary 
market. 

As  Greyhound  emerged  as  a  publicly  traded  company,  the  focus  of  the  internal 
reorganization  was  the  reduction  of  excessive  operating  costs,  consolidation  of  dupli- 
cated tasks,  and  focusing  on  customer  service.  Greyhound  has  been  successful  in 
cost  control  measures  over  the  past  18  months  and  have  accomplished  the  goal  of 
covering  our  fixed  cost  of  operating,  by  focusing  on  the  core  business. 

Greyhound's  choice  to  eliminate  charter  operation  was  necessary  to  remove  the  fi- 
nancial drain  charters  had  on  the  assets  of  regular  route  business.  Greyhound  con- 
cluded that  given  its  unique  niche,  it  made  more  sense  to  emphasize  regular  route 
and  de-emphasize  charters. 

Greyhound's  charter  operations  had  numerous  additional  costs  that  were  unac- 
counted for  that  went  into  operating  charters.  For  example,  acceptance  of  a  charter 
often  lead  to  equipment  shortages  for  operating  scheduled  service  which  then  neces- 
sitated dead-heading  equipment  (traveling  a  bus  to  a  location  without  revenue  for 
a  scheduled  departure)  to  meet  the  demands  of  the  scheduled  service.  Those  second- 
ary and  hidden  costs  were  often  not  accounted  for  when  charter  profitability  was 
determined.  Some  local  and  regional  carriers  are  able  to  operate  charters  profitably. 
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These  are  the  carriers,  including  most  of  the  complaining  carriers,  who  benefifted 
most  dramatically  from  Greyhound's  de-emphasis  of  charter. 

Charter  peak  business  runs  parallel  to  that  of  regular  route  service,  increasing 
drastically  in  the  summer  months  then  decreasing  in  late  fall  and  winter.  The  de- 
mand for  charter  and  regular  route  drivers  follows  the  same  trend,  causing  hiring 
in  the  spring  and  furloughs  in  the  fall.  This  extreme  shift  in  employees,  lack  of 
equipment,  buried  cost  of  operation,  and  Greyhound's  desire  to  concentrate  its  re- 
sources on  regular  route  service,  were  part  of  the  rational  why  Greyhound  divested 
the  charter  business. 

At  one  time,  the  volume  of  package  express  made  it  a  profitable  ancillary  busi- 
ness. Revenues  clearly  exceeded  the  expense  of  handling  packages.  However,  con- 
trary to  some  views,  handling  package  express  was  never  a  business  where  most 
of  the  revenue  was  profit.  It  was  never  accurate  to  say  that  because  the  bus  was 
going  down  the  road,  there  was  no  cost  associated  with  transporting  package  ex- 
press. In  fact,  there  are  significant  costs  associated  with  providing  this  service.  As 
volume  has  declined  as  a  result  of  intense  competition  from  such  carriers  as  United 
Parcel  Service  and  the  U.S.  Post  Office,  (which  cross  subsidizes  parcel  post  and 
third-class  mail)  profits  from  package  express  service  have  declined.  Additionally,  as 
Greyhound  has  been  successful  in  increasing  its  passenger  loads,  less  space  is  avail- 
able for  package  express  as  the  baggage  bins  of  the  buses  become  full  of  passengers 
bags.  Therefore,  Greyhound  no  longer  views  package  express  as  an  ancillary,  high 
profit  business. 

While  many  of  the  businesses  dropped  by  Greyhound  were  viewed  at  one  time  as 
ancillary,  in  fact  they  required  significant  additional  assets  and  appealed  to  a  cus- 
tomer base  different  than  Greyhound's  scheduled  passengers.  Accordingly,  those 
businesses  (charter,  bus  leasing,  and  bus  manufacturing)  were  divested  by  Grey- 
hound. 

Question  2.  Generally  speaking,  how  have  the  independent  bus  companies  fared 
financially  since  the  Greyhound/Trailways  Merger?  Currently,  are  any  regular-route 
intercity  bus  operators  in  good  financial  health?  How  does  Greyhound's  current  fi- 
nancial position  compare  with  the  rest  of  the  industry? 

Answer.  The  limited  data  that  is  available  indicates  that  most  of  the  large  Class 
I  regional  carriers  have  increased  their  profitability  since  1987  (the  period  Grey- 
hound acquired  Trailways)  and  had  substantial  profits  in  1992.  For  the  most  part, 
these  carriers  are  in  good  financial  health.  According  to  the  Interstate  Commerce 
Commission's  (ICC)  latest  quarterly  report,  all  but  one  carrier  showed  a  solid  profit 
in  net  income  for  the  twelve  months  ending  December  31,  1992.  Only  three  carriers 
reported  less  operating  revenue  than  the  prior  year. 

As  one  of  the  companies  that  reported  less  operating  revenue  than  the  prior  year, 
Greyhound's  plan  of  reorganization  required  the  reduction  of  operating  revenue 
through  the  elimination  of  unprofitable  regular  route  service  and  the  divestment  of 
ancillary  businesses  not  conducive  to  Greyhound's  focus  on  passenger  service. 

Greyhound  has  been  profitable  in  only  two  years  since  1987;  $.7  million  in  1989 
and  $10.9  million  in  1992.  Greyhound  believes  that  it  is  on  the  road  back  to  reason- 
able profitability,  but  the  road  ahead  remains  treacherous. 

One  additional  point  should  be  made.  The  Trailways'  carriers  that  are  at  the 
heart  of  the  complaining  carrier  group  all  relied  on  Trailways  Lines  as  their  trunk 
carrier  prior  to  1987.  As  Trailways  Lines  slipped  towards  failure  in  1987  (a  20.8  per- 
cent decline  in  their  last  full  vear  of  operation,  1985-1986),  the  regular  route  busi- 
ness of  the  Trailways  Lines  feeder  carriers  faced  a  similar  fate.  Greyhound's  pur- 
chase of  the  Trailways  assets  and  its  cooperation  with  the  Trailways  feeder  carriers 
saved  the  regular  route  business  of  these  carriers  from  near  certain  oblivion  and 
provided  the  basis  for  their  current  financial  success. 

INDUSTRY  COOPERATION 

Question  3.  You  testified  regarding  Greyhound's  focus  on  maximizing  financial 
performance  and  bottom  line  results.  Isn't  it  in  Greyhound's  long-term  interest,  as 
well  as  in  the  public  interest,  for  the  industry  carriers  to  work  together  as  much 
as  possible  in  order  not  to  alienate  the  bus  travelling  public?  Have  you  assigned  a 
tangible  value  to  the  long-term  benefit  to  Greyhound  of  industry  and  customer  good- 
will? 

Answer.  Intercity  bus  companies  should  cooperate  to  the  maximum  extent  pos- 
sible to  provide  good  service  to  the  public,  but  that  cooperation  must  be  fair  and 
equitable  in  all  respects.  Faced  with  intense  deregulated,  intermodal  competition, 
and  other  subsidized  modes  of  transportation,  Greyhound  cannot  subsidize  the  ac- 
tivities of  other  bus  companies  and  continue  its  emergence  as  a  successful  transpor- 
tation provider. 
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Greyhound's  intensive  focus  on  its  customers  "to  be  recognized  as  the  best  service 
company,"  as  measured  by  customer  satisfaction,  employee  pride,  and  shareholder 
value,  is  apparent  by  Greyhound's  investment  in  its  hiring  of  over  300  new  customer 
service  supervisors,  Greyhound's  investment  in  its  new  reservation  system  (TRIPS), 
and  Greyhound's  vehicle  on-board  radar  avoidance  detection  system  (VORAD).  Grey- 
hound is  investing  in  its  customers  future,  with  regard  to  motorcoach  transpor- 
tation. Without  such  infrastructure  investment,  over  the  road  travel  will  continue 
to  decline  until  there  is  no  profitable  nationwide  provider  of  intercity  transportation. 

That  is  the  issue  that  underlies  the  entire  Greyhound  complaining  carrier  dispute. 
Whether  the  particular  subject  is  terminal  fees,  complaining  carrier  diversion  of 
Greyhound  promotional  tickets,  or  schedule  publication  charges,  Greyhound  must 
operate  as  efficiently  as  possible  in  order  to  survive  and  simply  cannot  subsidize 
other  carriers. 

Furthermore,  any  government  requirement  that  imposes  such  a  subsidy  burden 
on  Greyhound  would  be  highly  counterproductive.  Greyhound  continues  to  provide 
most  rural  bus  service  (over  80  percent  of  the  cities  Greyhound  serves  have  popu- 
lations with  less  then  50,000),  and  a  healthy  and  efficient  Greyhound  is  essential 
to  the  maintenance  of  that  service. 

While  Greyhound  is  convinced  that  there  is  a  tangible  benefit  to  customer  good- 
will and  believes  that  there  may  be  tangible  benefits  to  industry  goodwill,  Grey- 
hound has  not  attempted  to  assign  a  value  to  them. 

OPTIONAL  HONORING  OF  TICKETS 

Question  4.  If  the  carriers  do  not  honor  each  other's  tickets,  when  Greyhound 
sells  a  ticket,  the  passenger  is  routed  only  on  Greyhound — even  if  this  results  in 
an  inconvenient  schedule,  an  out-of-the-way  trip,  or  poor  connections.  If  Greyhound 
pulls  out  of  Omaha  full,  and  the  next  Greyhound  bus  is  4  hours  later,  but  an  inde- 
pendent carrier  leaves  in  an  hour,  is  it  really  in  Greyhound's  interest  to  compel  the 
passenger  to  wait  4  hours?  Isn't  it  in  the  interest  of  all  bus  carriers,  as  well  as  in 
the  public  interest,  not  to  inconvenience  passengers  who  may  choose  not  to  travel 
by  bus  next  time? 

Answer.  First,  it  is  important  to  understand  that  Greyhound  has  not  withdrawn 
from  the  industry-wide  NBTA  tariff  providing  for  optional  honoring  except  in  iso- 
lated instances.  In  the  vast  majority  of  cases,  Greyhound  honors  other  earners'  tick- 
ets and  the  other  bus  companies  honor  Greyhound's.  Limitations  on  this  "optional 
honoring"  of  tickets  only  apply  to  promotional  fares,  which  amount  to  approximately 
12  percent  of  Greyhounds  passenger  revenue.  Passengers  purchasing  discounted 
promotional-fare  tickets  are  expected  to  ride  Greyhounds  buses,  just  as  passengers 
buying  such  tickets  from  an  airline  are  expected  to  fly  its  planes,  if  a  passenger 
wishes  the  choice  of  riding  a  competitor's  bus,  that's  fine,  provided  the  passenger 
has  purchased  a  ticket  at  the  standard  fare. 

Second,  it  is  not  in  Greyhound's  best  interest  to  inconvenience  passengers  and  we 
make  every  effort  to  avoid  doing  so,  but  promotional  fares  are  not  always  "conven- 
ient." Just  as  with  air  travel,  sometimes  it  is  necessary  to  travel  over  a  circuitous 
routes,  risk  a  financial  penalty,  or  buy  well  in  advance  to  get  the  benefit  of  a  sub- 
stantially reduced  fare.  However,  based  on  the  representations  made  by  the  com- 
plaining carriers  at  the  recent  hearing  that  they  would  be  billing  w  share  in  Grey- 
hound's cost  of  advertising  promotional  fares  if  they  could  participate  in  the  pro- 
motion, Greyhound  has  offered  to  open  its  most  significant  promotional  tariff  to 
them  if  they  are  willing  to  help  defray  Greyhound's  advertising  cost. 

Greyhound  believes  that  the  real  key  to  stemming  the  loss  of  bus  ridership  is  ev- 
eryday low  ticket  prices.  As  Table  8  of  the  Greyhound  testimony  demonstrates,  the 
gap  between  bus  and  airline  prices  has  narrowed  dramatically;  we  must  start  wid- 
ening that  gap  if  we  are  to  attract  passengers  back  to  the  bus. 

As  we  demonstrate  in  response  to  the  next  question,  this  has  led  to  a  basic  philo- 
sophical disagreement  between  Greyhound's  "keep  the  prices  low"  approach  and  the 
view  of  the  complaining  carriers  that  prices  should  be  kept  high  because  bus  pas- 
sengers are  essentially  captive"  customers.  Although  the  complaining  carriers'  view 
may  be  valid  in  their  markets,  which  are  largely  localized  monopolies,  Greyhound 
does  not  believe  that  this  is  the  right  approach  nationwide. 

Question  5.  In  your  testimony,  you  asserted  that  the  ICC  should  not  force  Grey- 
hound to  make  its  discount  programs  available  to  its  competitors  "even  though  those 
competitors  have  chosen  not  to  introduce  and  promote  their  own  competitive  fare 
programs"  or  market  any  competitive  fare.  Yet,  according  to  Mr.  Evans'  testimony, 
the  independent  carriers  merely  want  an  opportunity  to  match  any  Greyhound  dis- 
count fare  and  in  fact  have  issued  a  "mirror  tariff"  discount  program  in  which  Grey- 
hound has  declined  to  participate.  What  is  your  response  to  this  assertion?  Please 
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explain  your  view  of  how  competition  for  single-line  traffic  affects  the  importance 
to  carriers  of  optional  honoring.  If  the  independent  carriers  desired  to  participate 
in  Greyhound's  marketing  and  advertising  expenses  related  to  promotion  of  Grey- 
hound's discount  programs,  would  Greyhound  consider  resuming  optional  honoring 

of  interline  tickets?  ,-«-■..  «- 

Answer.  Most  bus  passenger  travel  is  "single-line"  traffic,  that  is,  traffic  that 
moves  entirely  on  the  lines  of  one  bus  company.  Greyhound's  promotional  fares 
apply  to  all  of  its  single  line  traffic  whereas,  with  one  exception  (Capitol  Trailways 
of  Alabama  and  its  jointly  owned  companies)  none  of  the  complaining  carriers  have 
matched  Greyhounds  promotions  in  any  of  their  single  line  fares. 

The  "mirror  tariff"  referred  to  by  Mr.  Evans  is  an  interline  tariff  only.  The  com- 
plaining carriers'  effort  to  force  Greyhound  to  join  this  tariff  is  simply  an  attempt 
by  the  complaining  carriers  to  get  incremental  Greyhound-promoted  passengers 
without  diluting  any  of  their  single  line  full  fare  revenue  and  without  spending  any- 
thing on  marketing.  While  Greyhound  has  not  joined  the  "mirror  tariff  with  re- 
gards to  trips  originating  and  terminating  at  points  served  by  Greyhound,  if  the  trip 
originates  or  terminates  at  a  point  not  served  by  Greyhound,  Greyhound  is  a  party 
to  the  mirror  tariff. 

For  example;  Let's  take  the  Albany-New  York  City-Miami  corridor.  Adirondack 
Trailways  and  Greyhound  compete  in  the  Albany-New  York  market  and  Greyhound 
provides  interline  service  on  to  Miami.  Most  of  Adirondack's  business  is  passengers 
travelling  in  its  single  line  service  between  Albany  and  New  York  or  from  a  point 
on  one  of  its  monopoly  feeder  routes  north  of  Albany  from  or  to  a  point  on  its  Al- 
bany-New York  City  service.  Adirondack  does  not  offer  any  of  these  passengers  pro- 
motional fares. 

Notwithstanding  its  failure  to  institute  its  own  promotions  or  discounts,  Adiron- 
dack naturally  would  like  to  "top  off  its  bus  loads  with  passengers  carrying  discount 
tickets  promoted  and  sold  by  Greyhound.  In  the  normal  free  market  such  conduct 
would  not  be  allowed  by  a  competitor  so  Adirondack,  along  with  the  other  complain- 
ing carriers,  has  petitioned  the  ICC  to  compel  Greyhound  to  allow  this  conduct  for 
interline  passengers. 

The  stated  reason  for  this  extraordinary  request  is  the  need  to  better  serve  the 
passenger,  yet  the  fact  remains  that  the  complaining  carriers  themselves  are  pre- 
venting most  of  their  passengers  from  availing  themselves  of  these  lower  rates  by 
their  refusal  to  match  the  Greyhound  single  line  fares. 

Finally  as  noted  above,  Greyhound  has  made  an  offer  to  the  complaining  carriers 
that  would  permit  optional  honoring  of  promotional  tickets  with  a  revenue  split  that 
reflects  Greyhound's  promotional  costs. 

ACCESS  TO  TERMINALS 

Question  6.  What  is  your  response  to  the  assertion  that  losing  feeder  lines  and 
associated  passenger  revenue  due  to  higher  terminal  rents  is  shortsighted  because 
those  carriers  do  not  cost  Greyhound,  but  pay  instead? 

Answer.  Greyhound  believes  that  it  is  inaccurate  to  conclude  that  all  passenger 
revenue  provided  by  feeder  carriers  is  net  revenue,  and  that  there  are  no  associated 
costs  with  those  additional  passengers.  It  is  implicit  that  as  passengers  traffic  in- 
creases so  too  does  the  cost  of  assuring  that  the  customer  experiences  a  safe  and 
comfortable  trip. 

As  I  explained  during  my  testimony  (pg  20-21),  Greyhound  must  make  a  reason- 
able return  on  its  terminal  assets  if  it  is  to  continue  to  invest  in  those  assets.  To 
achieve  that  objective  while  maintaining  fairness  to  the  industry,  Greyhound  ap- 
plied the  same  cost  allocation  formula  to  all  of  its  terminals  and  all  of  its  tenants. 
The  same  rules  apply  whether  the  tenant  is  a  competitor  or  a  feeder  carrier.  A  num- 
ber of  carriers  have  sought  a  special  deal  from  Greyhound  on  the  grounds  that  they 
were  only  feeder  carriers,  but  Greyhound  believes  that  it  has  no  choice  but  to  treat 
every  carrier  the  same.  If  not,  we  will  be  inundated  by  those  seeking  special  treat- 
ment. 

The  latest  example  of  this  is  the  attempt  by  the  New  York  State  DOT  on  behalf 
of  two  New  York  carriers  to  seek  a  fee  reduction  at  the  Syracuse  terminal.  As  the 
attached  Greyhound  response  indicates,  we  believe  that  we  have  an  obligation  to  the 
industry  to  treat  all  carriers  in  a  fair  and  evenhanded  manner. 

It  is  well  settled  in  the  railroad  industry  that,  when  one  railroad  uses  the  facili- 
ties of  another,  that  the  host  railroad  is  entitled  to  recover  not  only  a  share  of  its 
variable  costs,  related  to  the  other  railroad's  usage  of  the  facility,  but  also  a  share 
of  maintenance,  operating  expenses,  taxes,  and  a  return  on  its  investment  or  inter- 
est rental.  This  standard  which  is  commonplace  in  the  rail  industry,  should  be  simi- 
lar in  the  motorcoach  industry. 
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SAFETY  OF  TERMINALS 

Question  7.  A  common  perception  is  that  bus  terminals,  particularly  in  bigger 
cities,  are  often  unclean  or  unsafe.  Is  this  a  problem,  and  what  are  you  doing  to 
ensure  that  such  terminals  are  safe  and  inviting  to  passengers? 

Answer.  Greyhound,  nor  its  customers  consider  its  facilities  either  unclean  or  un- 
safe. According  to  a  recent  nationwide  Greyhound  survey  conducted  by  nearly 
10,000  passengers,  97.6  percent  of  the  passengers  indicated  they  felt  comfortable  in 
their  personal  security  in  Greyhound  facilities.  91.5  percent  of  the  passengers  indi- 
cated that  they  approved  of  the  cleanliness  of  Greyhound's  facilities.  And  92.5  per- 
cent of  the  passengers  gave  Greyhound  facilities  a  favorable  rating  of  the  "overall 
impression"  of  our  terminals. 

Greyhound  is  improving  on  its  current  success,  by  providing  a  even  safer  and 
more  comfortable  environment  for  its  passengers.  Greyhound  has  recently  entered 
into  a  national  contract  with  Wackenhut,  the  nation's  largest  independent  security 
company.  This  is  an  expansion  of  Wackenhut's  previous  service  for  Greyhound  and 
is  part  of  Greyhound's  goal  to  have  a  sole  source  provider  of  highiy  skilled,  customer 
trained  security  officers  in  facilities  located  in  the  nation's  largest  cities.  Wackenhut 
currently  provides  security  service  in  over  50  of  Greyhound's  largest  terminals. 

In  addition  Greyhound  has  its  own  team  of  11  safety/security  consultants  which 
review  facility  security,  train  customer  service  employees  to  recognize  security  risks, 
and  oversee  safety  programs  at  all  levels  of  operations. 

Greyhound  has  also  Deen  a  strong  supporter  of  publicly  funded  intermodal  trans- 
portation centers.  At  present,  Greyhound  is  a  tenant  in  over  70  transportation  cen- 
ters and  is  involved  in  the  local  planning  of  many  more.  The  development  of  such 
centers  is  often  the  best  way  to  provide  the  travelling  public  with  a  safe,  inviting, 
and  convenient  terminal.  Greyhound  hopes  that  many  more  such  facilities  are  con- 
structed with  ISTEA  funding. 

Greyhound  also  believes  that  by  operating  its  terminals  with  Greyhound  employ- 
ees rather  than  with  independent  contractors,  customer  service  can  be  improved 
substantially.  As  a  result,  in  the  past  36  months,  Greyhound  has  taken  over  the  di- 
rect operations  of  121  terminals  and  expects  to  convert  over  100  additional  termi- 
nals to  company  operated  facilities  by  December  1,  1993. 

LABOR  ISSUES 

Question  8.  Where  does  Greyhound  stand  now  with  the  National  Labor  Relations 
Board  and  the  labor  problems  the  carriers  experienced  just  before  the  Chapter  11 
filing  in  1990? 

Answer.  The  National  Labor  Relations  Board's  ("NLRB")  unfair  labor  practice 
charge  has  been  litigated,  briefed  and  is  now  awaiting  a  decision  from  an  Adminis- 
trative Law  Judge  of  the  NLRB.  His  initial  decision  is  expected  later  this  year.  In 
the  meantime,  the  Amalgamated  Transit  Union  ("ATU")  has  advised  its  members 
that  if  they  desire  to  return  to  work  at  Greyhound  they  may  do  so  and  they  will 
not  be  regarded  as  strike  breakers  for  doing  so.  Approximately  1500  reinstated 
strikers  have  returned  to  work  since  the  strike  began  and  approximately  800  strik- 
ers are  on  the  recall  list.  As  Greyhound  requires  additional  drivers,  it  is  recalling 
from  this  recall  list. 

Finally,  Greyhound  and  the  ATU  have  had  recent  substantive  discussions  which 
might  lead  to  a  resolution  of  all  labor  related  disputes  between  them.  Whether  those 
discussions  will  ultimately  prove  successful  can  not  be  forecasted  at  this  time. 

SUPPORT  PROGRAMS 

Question  9.  What  is  your  view  of  the  effectiveness  of  the  federal  intercity  bus  sup- 
port programs  under  Section  18?  Aside  from  the  New  York  program,  what  other 
state  programs  have  proven  effective  in  promoting  intercity  service? 

Answer.  The  Section  18(i)  program  is  off  to  a  slow  start.  The  primary  reason  for 
this  has  been  the  lower  than  expected  FY  1993  appropriation  for  Section  18,  which 
has  caused  Section  18  local  operators  and  some  states  to  seek  to  divert  funds  from 
Section  18(i)  intercity  projects  to  Section  18  local  projects.  Lt.  Governor  MouFs  testi- 
mony states  the  case  accurately.  There  are  substantial  unmet  rural  intercity  and 
local  transportation  needs,  and  full  funding  of  Section  18  as  authorized  by  ISTEA 
is  essential  if  states  are  going  to  have  any  chance  to  meet  those  needs. 

With  regard  to  state  programs,  the  Michigan  program  is  certainly  the  most  effec- 
tive. The  state  has  provided  capital  to  build  a  series  of  urban,  suburban,  and  rural 
intermodal  transportation  centers,  which  has  contributed  substantially  to  the 
attractiveness  and  safety  of  intercity  bus  travel.  This  program  should  be  a  model 
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for  other  states.  They  also  have  a  low  interest  loan  program  for  the  purchase  of  ve- 
hicles which  has  been  effective. 

On  the  other  hand,  we  believe  that  the  New  York  State  program  is  seriously 
flawed.  First,  the  program  provides  subsidies  to  New  York  based  carriers  to  compete 
with  Greyhound's  unsubsidized  service.  Since  there  is  nothing  essential  about  this 
subsidized  service,  this  is  a  waste  of  taxpayer  funds.  We  urge  the  Committee  to  en- 
sure that  this  wasteful  practice  does  not  extend  to  other  states  by  prohibiting  the 
use  of  Section  18(i)  funds  to  support  service  that  competes  with  unsubsidized  exist- 
ing service. 

Second,  the  New  York  program  is  basically  a  per  passenger  subsidy,  the  more  pas- 
sengers that  you  carry  on  your  system,  the  more  money  you  get.  Thus,  the  incentive 
is  for  carriers  to  concentrate  on  urban  to  urban  routes,  where  there  are  more  people 
to  be  carried,  and  there  is  no  incentive  to  operate  efficiently. 

Third,  the  program  favors  incumbent  carriers,  whether  or  not  they  are  efficient 
operators.  As  Commissioner  Sander  admitted  in  his  testimony,  there  is  no  competi- 
tive bidding  in  this  program;  whoever  has  the  operating  authority  gets  e  subsidy 
however  inefficient  they  may  be.  If  an  incumbent  carrier  wants  subsidies  to  con- 
tinue operating,  it  should  be  required  to  compete  for  those  subsidies  based  on  the 
efficiency  of  its  operations.  Congress  expressed  strong  support  for  competitive  bid- 
ding in  the  report  language  accompanying  the  adoption  of  Section  18(i).  We  would 
urge  New  York  State  to  follow  Congress'  lead. 

While  it  is  not  directly  related  to  a  federal  support  program,  Congress  should  ad- 
dress the  issue  of  "equipment  trust  certificates"  for  intercity  buses.  Other  modes  of 
transportation,  including  airlines  and  railroads,  have  the  benefit  of  special  bank- 
ruptcy provisions  related  to  their  capital  equipment  which  give  them  an  advantage 
in  raising  capital.  However,  these  bankruptcy  provision  do  not  apply  to  buses,  thus 
putting  over-the-road  bus  carriers  at  a  disadvantage  in  the  capital  market,  resulting 
in  less  favorable  leasing  arrangements.  Congress  should  consider  providing  the 
same  bankruptcy  exemptions  for  intercity  bus  equipment. 


Question  Asked  by  Senator  Exon  and  Answers  Thereto  by  Mr.  Vogt,  NTSB 

BUS  INSPECTION 

Question  1.  In  his  testimony,  Deputy  Commission  Sander  of  New  York  stated  that 
greater  emphasis  should  be  placed  on  physical  inspection  of  buses  and  that  "current 
reliance  on  U.S.  Department  of  Transportation  (DOT)  paper  safety  rating  proce- 
dures is  ineffective  in  protecting  the  public."  What  is  your  view  of  Mr.  Sanders  as- 
sessment? 

Answer.  The  ideal  system  to  detect  unsafe  carriers  is  a  combination  of  timely  car- 
rier reviews  and  roadside  vehicle  inspections.  The  Safety  Board's  concern  is  that  the 
DOT  must  be  aware  that  a  carrier  is  doing  business  before  that  carrier  can  be  a 
candidate  for  a  safety  or  compliance  review.  Our  investigation  of  the  Vernon,  New 
Jersey,  accident  disclosed  a  situation  in  which  several  hundred  carriers  were  grant- 
ed operating  authority  by  the  Interstate  Commerce  Committee  but  were  unknown 
to  the  DOT. 

SAFETY  DESIGNS 

Question  2.  Deputy  Commissioner  Sander  also  testified  in  support  of  new  changes 
in  motor  coach  design,  including  higher  protection  in  rollovers  and  addition  of  re- 
straint devices  to  protect  passengers  from  ejection.  What  is  the  National  Transpor- 
tation Safety  Board's  view  on  the  need  for  these  and  other  potential  bus  design 
changes? 

Answer.  Between  1985  and  1991,  53  bus  occupants  were  killed  in  11  intercity  bus 
accidents  investigation  by  the  Safety  Board.  Thirty-two  of  these  fatalities  were  eject- 
ed. However,  these  were  very  catastrophic  accidents  and  they  were  not  typical  of 
intercity  bus  crashes  occurring  nationwide. 

Occupant  protection  in  intercity  buses  has  been  a  recurring  issue  addressed  in  nu- 
merous reports.  The  Safety  Board  has  reviewed  several  studies  and  FARs  data  to 
evaluate  the  issue.  Previous  federal  Highway  Administration  studies  focused  on 
lapbelts  as  the  primary  method  of  restraining  passengers  during  collisions.  Although 
lapbelts  prevent  ejections,  those  studies  concluded  that  the  evidence  was  not  suffi- 
cient to  suggest  that  lapbelts  would  significantly  reduce  or  mitigate  passenger  inju- 
ries in  bus  accidents. 

Recently,  it  has  been  suggested  that  lap-shoulder  belts,  if  properly  used,  might 
provide  better  protection  for  intercity  bus  occupants  in  accidents.  However,  signifi- 
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cant  engineering  problems  would  have  to  be  addressed  to  install  lap-shoulder  belts 
in  new  buses  or  to  retrofit  lap-shoulder  belts  in  existing  buses. 

Therefore,  the  Safety  Board  believes  that  further  research  is  needed  to  identify 
the  primary  variables  that  influence  bus  occupant  safety.  Also,  extensive  crash  test- 
ing is  needed  to  assess  the  potential  effectiveness  of  each  safety  countermeasure  and 
its  engineering  feasibility  for  new  and  existing  intercity  buses. 

VORAD 

Question  3.  Greyhound  has  commented  favorably  on  its  trail  experience  with  its 
VORAD  on-board  radar  warning  system.  Do  you  have  any  assessment  to  offer  on 
the  safety  value  of  this  technology  and  whether  such  a  system  eventually  should  be 
deployed  in  all  intercity  buses? 

Answer.  The  Safety  Board  has  investigated  only  one  accident  involving  a 
VORAD-equipped  vehicle.  The  February  25,  1993  accident  occurred  on  a  curve  on 
snow-  and  ice-covered  Interstate  55  near  Troy,  Illinois,  when  a  Greyhound  bus 
struck  the  rear  of  a  stopped  truck  to  avoid  striking  other  stopped  vehicles.  Twenty- 
nine  bus  passengers  were  injured. 

In  addition  to  the  radar  feature  enabling  the  bus  driver  to  be  aware  of  vehicles 
in  front  of  him  or  in  his  blind  spot  on  the  right,  this  bus  was  equipped  with  a 
central  processing  unit  that  recorded  other  parameters  of  the  trip,  including  bus 
speed,  starting  and  stopping  times,  and  other  data.  Since  the  accident  investigation 
is  not  complete,  we  cannot  draw  conclusions  as  to  whether  the  VORAD  may  have 
reduced  the  severity  of  this  accident. 

Further,  we  are  currently  investigating  the  school  bus/tractor-semi  trailer  acci- 
dent that  occurred  on  March  9,  1993  on  a  snow-covered  road  near  Bans,  Pennsylva- 
nia. In  this  accident,  the  tractor-semitrailer  crossed  into  the  path  of  the  schoolbus 
and  thev  collided  head-on.  The  truckdriver  and  a  7-year-old  school  bus  passenger 
were  killed.  Eighteen  other  elementary  school  children,  the  school  bus  driver,  and 
the  truck  co-driver  sustained  injuries.  Although  the  truck  was  not  equipped  with  a 
radar  device  to  detect  other  vehicles,  it  was  equipped  with  a  CADEC  on-board  com- 
puter that  recorded  the  truck's  speed  for  the  last  60  seconds  of  the  trip  just  prior 
to  impact.  This  information  is  extremely  valuable  to  us  in  our  investigation. 

Consequently,  the  Safety  Board  believes  that  VORAD  and  other  on-board  com- 
puter devices  may  hold  great  potential  for  accident  prevention  and  accident  recon- 
struction. 


Letter  From  William  E.  Kenworthy,  Chairman,  Committee  on  Legislation 

March  23,  1993. 

The  Honorable  J.  James  Exon, 
U.S.  Senate, 
Washington,  DC    20510 

Dear  SENATOR  EXON:  Submitted  herewith  is  a  statement  on  behalf  of  the  Trans- 
portation Lawyers  Association,  which  is  submitted  for  inclusion  in  the  subcommit- 
tee's record  of  the  hearing  on  the  intercity  bus  industry.  While  this  statement  was 
recently  submitted  to  FHWA  in  its  hearings  on  zero  base  review  of  the  Federal 
Motor  Carrier  Safety  Regulations,  it  makes  a  number  of  points  which  are  relevant 
specifically  to  the  safety  issues  that  were  involved  in  your  bus  industry  hearing. 

We  observed  that  the  testimony  submitted  on  March  11  by  the  National  Transpor- 
tation Safety  Board  drew  attention  to  the  fact  that  many  ICC  certificated  earners 
apparently  are  unknown  to  FHWA.  In  our  statement  we  likewise  addressed  FHWA's 
problems  in  determining  the  universe  of  carriers  subject  to  the  safety  regulations, 
and  we  suggested  that  requiring  submission  of  the  MCS  150  census  form  on  an  an- 
nual basis  should  be  helpful  in  keeping  FHWA's  census  of  carriers  reliable  and  cur- 
rent. 

We  also  recommend  that  in  assigning  priorities  for  safety  reviews  FHWA  should 
consider  the  length  of  time  that  a  carrier  has  been  in  business.  FHWA  indicated 
to  NTSB  that  even  if  Sensational  Golden  Sons  Bus  Service  had  been  in  the  FHWA 
census,  there  was  only  about  a  43  percent  change  that  it  would  have  been  subjected 
to  a  review.  Several  academic  studies  have  indicated  that  new  entrants  pose  a 
greater  risk  to  public  safety  due  to  the  "learning  curve"  in  the  common  carrier  busi- 
ness. We  believe  that  this  is  a  factor  which  FHWA  should  weigh  when  selecting  car- 
riers for  review.  We  also  recommended  that  new  carriers  should  be  required  to 
present  evidence  of  a  safety  management  program  as  a  condition  for  the  issuance 
by  the  ICC  of  new  operating  authority.  We  nave  suggested  specific  legislation  to  at- 
tain that  goal. 
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One  final  issue  specifically  relevant  to  bus  industry  issues  should  be  noted.  TLA's 
statement  questions  whether  it  is  wise  policy  to  completely  exempt  from  all  safety 
regulation  those  vehicles  that  are  only  capable  of  transporting  15  or  fewer  pas- 
sengers. 

We  welcome  the  opportunity  to  submit  these  views  for  the  consideration  of  the 
subcommittee.  If  there  are  any  questions  concerning  these  matters,  please  feel  free 
to  contact  us. 

Yours  very  truly, 

William  E.  Kenworthy, 
Chairman,  Committee  on  Legislation. 


Prepared  Statement  of  Transportation  Lawyers  Association 

The  membership  of  the  Transportation  Lawyers  Association  (TLA)  is  comprised  of 
attorneys  who  represent  clients  in  connection  with  the  federal,  state,  and  local  regu- 
lation of  the  various  transportation  modes.  With  over  600  members,  located 
throughout  the  country  as  well  as  overseas,  TLA  provides  the  opportunity  to  express 
the  views  of  its  members  without  the  constraints  that  the  representation  of  individ- 
ual clients  imposes.  TLA  is  a  vehicle  whereby  the  experience  and  knowledge  of  its 
members  gained  from  serving  the  providers  and  users  of  transportation  services  can 
be  expressed  following  a  synthesis  of  divergent  viewpoints.  TLA  is  most  active  in 
monitoring  the  activities  of  transportation  regulatory  agencies  and  in  suggesting  im- 
provements that  we  perceive  will  be  beneficial  to  the  transportation  community  and 
the  public  at  large. 

In  the  same  spirit  that  motivates  TLA  to  participate  in  administrative 
rulemakings  and  present  its  views  to  Congress,  it  offers  the  following  views  on  the 
highway  safety  compliance  program  oi  the  Federal  Highway  Administration 
(FHWA). 

Rather  than  discuss  specific  regulations,  TLA  offers  its  views  on  ways  to  alter  the 
structure  of  FHWA's  enforcement  programs  in  order  to  enhance  adherence  to  the 
goal  of  improved  highway  safety. 

DEFINING  THE  UNIVERSE 

In  the  last  several  years,  FHWA's  estimates  of  the  number  of  motor  carriers  sub- 
ject to  its  jurisdiction  has  gone  from  a  low  of  180,000  to  a  high  of  220,000.  The  effec- 
tiveness of  FHWA's  enforcement  and  compliance  efforts  have  been  hindered  by  the 
difficulty  of  "getting  a  handle"  on  the  individual  identity  of  those  carriers  that  at 
any  one  time  comprise  the  pool.  For  example,  in  1988  approximately  21,700  carriers 
instituted  operations,  while  41,000  either  ceased  operations  or  merged  with  another 
carrier.  In  1989,  21,200  entered  and  16,500  exited  the  marketplace. 

TLA  recommends  that  FHWA  consider  requiring  carriers  subject  to  its  jurisdiction 
to  file  a  Motor  Carrier  Identification  Report  (MCS-150)  on  an  annual,  but  certainly 
no  less  than  a  bi-annual  basis.  Periodic  filing  of  the  form  could  provide  several  dif- 
ferent levels  of  useful  data. 

At  a  minimum,  it  would  apprise  FHWA  of  whether  the  entity  continues  to  provide 
interstate  service,  has  merged  with  another  entity,  has  changed  its  headquarters  lo- 
cation, or  has  gone  out  of  have  business.2  Filing  of  the  form  could  provide  updated 
information  on  a  carrier's  operations.  Operational  changes  should  aid  FHWA  in 
prioritizing  its  enforcement  resources. 

FHWA  also  has  the  option  of  including  space  for  add  information  on  such  items 
as  gross  revenues  and  annual  reportable  accidents  to  enhance  the  value  of  periodic 
reporting.  By  making  the  form  susceptible  to  scanning,  the  data  could  be  entered 
into  FHWA's  computer  system  with  a  minimum  of  human  involvement. 

Periodic  filing  of  the  MCS-150  form  should  also  increase  the  odds  that  new  car- 
riers will  be  captured  by  the  system.  Repetitive  filing  may  help  to  avoid  a  repetition 
of  the  recent  tragedy  and  regulatory  failure  connected  with  the  Sensational  Golden 
Sons  Bus  Service  accident  (see  Appendix  A  attached  hereto).3 


1  Truck  Safety:  Improvement  Needed  In  FHWA's  Motor  Carrier  Safety  Program,  GAO/RCED- 
91-30,  January  1991,  at  p.  4. 

2  Slight  modification  to  the  form  could  easily  be  made  to  (1)  provide  space  for  indicating  the 
results  of  a  merger,  consolidation,  or  name  change,  and  (2)  a  notice  that  failure  to  file  will  be 
recorded  as  an  "out-of-business"  filing  subject  to  a  fine  if  later  determined  to  be  false. 

3  It  should  be  noted  that,  as  a  result  of  that  accident,  TLA  has  recommended  that  the  Inter- 
state Commerce  Commission  not  issue  operating  authority  until  the  applicant  has  submitted  a 

Continued 
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CREATING  PRIORITIES 


The  Sensational  Golden  Sons  Bus  Service  accident  also  highlights  another  area 
in  need  of  improvement.  During  the  NTSB  Review,  FHWA's  representative  testified 
that  even  if  FHWA  had  been  aware  of  the  company,  only  a  43  percent  probability 
existed  that  it  would  have  been  the  subject  of  a  safety  inspection  (see  Appendix  A). 
FHWA's  inspection  efforts  have  been  adversely  impacted  by  an  absence  of  both  re- 
sources and  consistency.  While  the  first  limitation  is  understandable,  the  second  is 
not. 

In  1987,  FHWA  set  about  trying  to  assess  the  safety  fitness  of  all  interstate  motor 
carriers.  In  effect,  this  meant  that  FHWA's  laudable  efforts  were  directed  at  fulfill- 
ing an  impossible  goal.  While  the  program  was  wisely  dropped,  abandonment  was 
accompanied  by  an  unfortunate  backlash. 

For  example,  TLA,  as  a  result  of  a  1991  FOIA  request,  was  able  to  obtain  a  copy 
of  the  then  current  FHWA  inspection  priority  system.  The  selection  process  was 
based  upon  the  determination  of  three  factors.  One  factor  (potential  severity)  was 
determined  from  the  commodities  transported  by  the  carrier.  The  second  factor  (ex- 
posure) was  based  upon  the  number  of  drivers  utilized  in  the  carrier's  operation.  A 
third  factor,  performance,  was  determined  by  the  percentage  of  vehicles  declared  out 
of  service  as  a  result  of  roadside  inspections.4 

A  review  of  these  selection  criteria  demonstrated  the  shift  in  inspection  emphasis. 
For  example,  most  ICC-regulated  new  entrants  are  general  freight  carriers  with 
fewer  than  20  drivers.  These  carriers  received  a  low  priority  (ranging  form  6  to  9 
on  a  scale  where  30  was  the  highest)  even  if  100  percent  of  their  vehicles  were  put 
out  of  service  as  a  result  of  roadside  inspections.  General  freight  carriers  with  the 
same  out-of-service  record,  but  employing  more  than  20  drivers,  would  have  their 
priority  rating  boosted  only  to  12  out  of  30. 

From  the  testimony  given  to  the  NTSB  in  connection  with  the  Golden  Sons  bus 
accident,  it  is  obvious  that  any  subsequent  modifications  to  the  selection  criteria 
have  not  significantly  altered  the  results. 

In  light  of  the  above  and  mindful  of  FHWA's  limited  resources,  TLA  believes  that 
at  least  three  options  are  available.  First,  adoption  of  periodic  MCS-150  reporting 
should  help  to  direct  inspection  resources  to  where  the  need  exists.  Second,  because 
studies  have  indicated  that  compared  with  established  carriers,  new  entrants  have 
higher  accident  ratios  and  underdeveloped  risk  management  and  safety  policies, 
FHWA  should  require  that  carriers  implement  safety  management  programs  and 
specify  program  content.5  In  addition,  FHWA  should  consider  the  establishment  of 
a  special  task  force  to  increase  new  entrant  highway  safety  awareness. 

Third,  greater  effort  should  be  made  to  construct  a  predictive  motor  carrier  model 
for  safety  inspection  purposes.  In  April  1991,  the  GAO  reported  to  Congress  that, 
while  DOT  disagreed  with  its  results  in  attempting  to  produce  such  a  model,  the 
Agency  recognized  the  validity  of  the  concept  and  committed  to  begin  its  own  ef- 
forts.® The  importance  of  progress  on  such  a  model  cannot  be  over-emphasized. 

PERFECTING  THE  SAFETY  RATING  SYSTEM 

FHWA  must  decide  what  its  safety  ratings  are  intended  to  portray. 

Since  the  passage  of  the  Motor  Carrier  Safety  Act  of  1984,  Congress  has  obviously 
intended  that  FHWA's  safety  rating  system  portray  operational  fitness.  The  ICC, 
GSA,  and  DOD  utilize  safety  ratings  to  determine  whether  continued  utilization  of 
a  particular  carrier  is  warranted.  Individual  shippers  likewise  select  carriers  on  the 
basis  of  safety  ratings.  The  decision  to  insure  or  not  to  insure  is  also  often  depend- 
ent upon  the  carriers  rating. 

FHWA,  on  the  other  hand,  continues  to  maintain  that  a  rating  is  not  necessarily 
a  determination  of  operating  fitness.7  This  dichotomy  not  only  results  in  actions  dif- 


copy  of  the  MCS-150  form  it  has  filed  with  FHWA.  See,  ICC  Docket  Ex  Parte  No.  55  (Sub.  No. 
86),  Revision  of  Licensing  Application  Forms  and  Corresponding  Regulations. 

4  Values  in  this  category  were  based  upon  the  assumption  that  a  carrier  will  be  subjected  to 
more  than  five  roadside  inspections  in  a  three-year  period. 

"See,  e.g.,  T.  Corsi  and  P.  Fanara,  "Deregulation,  New  Entrants  and  the  Safety  Learning 
Curve,"  Journal  of  Transportation  Research  Forum,  vol.  29,  No.  1,  1988.  TLA  has  drafted  pro- 
posed legislation,  Appendix  B  attached  hereto,  encompassing  this  proposal  and  a  use  to  which 
the  requirements  would  apply.  Of  course,  FHWA  needs  no  legislation  to  implement  such  a  pro- 
gram. 

6Freight  Trucking:  Promising  Approach  for  Predicting  Carrier  Safety  Risks,  GAO/PAMP-91- 
3,  April,  1991,  at  90. 

7 See,  e.g.,  ICC  Docket  Ex  Parte  No.  55  (Sub  No.  84),  Safety  Fitness  Policy  (imprinted),  June 
6,  1991,  a  p.  11. 
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ficult  to  understand  for  those  subject  to  FHWA's  jurisdiction,  but  it  also  erodes  con- 
fidence in  the  overall  program. 

For  example,  FHWA  recently  and  successfully  petitioned  the  ICC  to  investigate 
the  safety  fitness  of  a  particular  carrier.  FHWA's  memorandum  to  the  ICC  described 
the  motor  carrier  as  'Tustorically  unsafe"  and  "an  imminent  hazard  to  safety"  (see 
Appendix  C).  However,  a  check  with  the  Office  of  Motor  Carriers  disclosed  that 
FHWA  assigned  a  safety  rating  of  Conditional  to  this  carrier. 

FHWA  must  end  this  gap  between  its  and  the  public  perception  of  the  meaning 
of  its  safety  rating  system. 

BUILDING  CONFIDENCE  IN  THE  INSPECTION/SAFETY  RATING  PROGRAM 

TLA  applauds  FHWA's  recent  efforts  to  reveal  the  method  by  which  safety  ratings 
are  determined.  TLA  has,  over  the  years,  consistently  maintained  that  a  safety  rat- 
ing system  shrouded  in  secrecy  is  perceived  as  fundamentally  unfair  and  does  not 
promote  the  goal  to  increased  compliance.  While  FHWA  has  now  taken  a  major  step 
in  the  right  direction,  more  needs  to  be  done. 

Whenever  an  inspector  reviews  a  safety  category  that  is  dependent  upon  the  per- 
centage of  violations  found  within  a  sample  of  the  carrier's  documents  (e.g.,  hours 
of  service),  the  carrier  should  be  left  with  a  means  of  identifying  all  the  documents 
reviewed.  Compliance  reviews  identify  only  examples  of  violations.  Identification  not 
only  provides  a  quality  review  mechanism,  but  it  also  builds  carrier  confidence  in 
the  system  by  further  reducing  the  secrecy  that  results  from  the  allegation  that  the 
specific  sample  is  but  one  of  a  larger  number  of  infractions. 

Now  that  FHWA  is  determined  to  disclose  the  mechanics  of  the  rating  system, 
TLA  recommends  that,  at  the  end  of  the  safety  rating  process,  the  carrier  be  given 
a  "scorecard"  which  reveals  the  audit  results  on  all  the  factors  considered.  Not  only 
would  a  scorecard  clearly  show  the  carrier  where  improvement  is  necessary,  but,  as 
importantly,  it  would  reveal  those  areas  where  the  carrier  meets  relevant  standards. 

TLA  believes  that  voluntary  compliance  will  be  enhanced  by  using  the  process  to 
praise  as  well  as  criticize,  and  confidence  in  the  system  will  be  increased  when  the 
carrier  can  see  that  the  results  of  the  audit  were  correctly  translated  into  the  rating 
mechanism. 

ENFORCEMENT  GUIDELINES  SHOULD  BE  UNIFORM 

TLA  members  report  that  adherence  to  or  the  application  of  civil  forfeiture  settle- 
ment guidelines  varies  greatly  from  region  to  region.  Lack  of  uniformity  brings  with 
it  perceptions  that  the  system  is  arbitrary.  While  TLA  believes  that  all  enforcement 
systems  should  be  flexible  enough  to  account  for  individual  circumstances,  rigidity 
that  exceeds  recognized  standards  should  be  discouraged. 

FHWA  JURISDICTION  SHOULD  NOT  BE  DEPENDENT  UPON  VEHICLE  SEE 

When  the  Motor  Carrier  Safety  Act  of  1984  (Pub.  Law  98-554)  was  passed,  its  lim- 
ited provisions  did  not  apply  to  those  interstate  motor  carriers  transporting  non-haz- 
ardous cargo  in  vehicles  whose  gross  vehicle  weight  did  not  exceed  10,000  pounds 
or  which  transported  15  or  fewer  passengers.  Seizing  upon  this  legislative  limita- 
tion, FHWA  made  the  startling  announcement  (53  Fed.  Reg.  18044)  that  it  was  ex- 
cluding those  smaller  vehicles  from  its  safety  regulations  "to  more  clearly  focus  the 
federal  resources  devoted  to  motor  carrier  safety  on  medium  and  heavyweight  motor 
vehicles."  By  administrative  fiat,  FHWA  dropped  or  "deregulated"  two  classes  of 
motor  carriers  from  the  need  to  adhere  to  federal  safety  standards. 

The  ICC  utilized  FHWA's  action  to  likewise  ignore  the  safety  fitness  of  these 
small  vehicle  operators,  despite  the  existence  of  a  separate  statutory  direction  to  the 
contrary.8 

Through  TLA's  efforts,  the  ICC  is  being  pushed  ever  so  reluctantly  to  construct 
its  own  safety  fitness  procedures  in  connection  with  these  vehicle  operators.9  The 
ICC  quite  rightly  complains  that  FHWA  has  primary  safety  jurisdiction  in  this  area. 

TLA  urges  FHWA  to  reconsider  its  determination  to  exclude  these  smaller  vehi- 
cles from  its  jurisdiction.  It  is  simply  inconceivable  that  FHWA  could  properly  deter- 
mine that  the  regulation  of  interstate  vehicles  transporting  15  human  beings  does 
not  demand  the  same  attention  that  the  Federal  Government  devotes  to  the  trans- 
portation of  hazardous  materials  in  vehicles  of  less  than  10,000  GVW.  Certainly,  the 
Golden  Sons  accident  is  an  indication  of  the  tragedy  that  can  result  from  the  failure 
to  do  all  that  we  can  to  improve  public  safety  on  the  highways. 


8See,  49  USC  §§  10922(cX6);  10923(bX2). 

9 See,  ICC  Docket  Ex  Parte  No.  84,  Safety  Fitness  Policy  (unprinted),  served  December  26, 
1991. 
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APPENDIX  A 


[From  the  news  wires— Vernon,  NJ,  Sunday,  July  26,  1992— A  1972  MCI  MC- 
7  coach,  licensed  to  Sensational  Golden  Sons  Bus  Service,  Inc.,  and  driven  by  owner 
Robert  Campbell,  went  out  of  control  as  it  descended  a  13-percent  grade  on  County 
Route  515  near  Vernon,  NJ.  The  coach  struck  an  oncoming  car,  turned  over  on  its 
side  and  slid  for  a  distance  before  righting  itself  again  and  striking  a  second  car. 
The  coach  caught  fire.  Of  the  50  persons  aboard — all  headed  to  an  amusement  park 
for  a  summer  day  away  from  New  York's  inner  city — six  died,  including  the  driver's 
wife.  The  driver  reported  brake  failure  as  a  cause.  No  state  or  federal  inspection 
sticker  could  be  located.] 

THE  TRAGEDY  THAT  NO  ONE  STOPPED 

By  professional  motorcoach  standards,  Robert  Campbell's  coach  would  have  been 
called  an  accident  in  search  of  a  place  to  happen.  Evidence  brought  forward  in  the 
National  Transportation  Safety  Board's  (NTSB)  investigation  of  this  accident 
showed  that  the  bus  was  in  its  20th  year  of  service.  It  also  showed  that  the  1972 
MC— 7  was  held  together,  literally,  with  baling  wire  and  plywood.  Northeast  road 
salt  and  corrosion  had  nearly  eaten  away  much  of  the  coach's  under  structure.  After 
at  least  six  ownership  changes  and  no  one  knows  how  many  miles,  Campbell  bought 
it  for  $6,000  just  months  before  the  accident. 

While  age  alone  doesn't  kill  buses,  good  maintenance  and  careful  inspections  be- 
come critical  as  service  miles  pile  up.  Investigators  are  convinced  that  these  six  peo- 
ple died,  in  major  part,  because  critical  mechanical  elements  of  this  coach  failed. 
That's  not  an  unusual  diagnosis.  What  may  be  unusual  in  this  case  is  the  fact  that 
the  brilliant  spotlight  of  the  National  Transportation  Safety  Board's  investigation 
has  touched  on  the  many  ways  this  accident  might  have  been  prevented,  but  wasn't. 
In  an  area  considered  to  have  some  of  America's  most  intensive  federal,  state  and 
local  vehicle/driver  regulating  programs,  Robert  Campbell  and  Sensational  Golden 
Sons  slipped  through  every  regulatory  net  directly  into  disaster. 

With  his  fiery  crash,  Campbell  also  ignited  the  fears  and  suspicions  of  the  travel- 
ing public  and  news  media,  intent  on  shutting  down  and  "unsafe"  motorcoach  busi- 
ness. We  think,  in  the  interest  of  fairness,  a  chronology  of  this  tragedy — taken  from 
the  NTSB's  files — will  point  the  finger  instead  toward  those  who  might  have  stopped 
it. 

•  June  1989 — Robert  Campbell  of  Brooklyn  is  issued  a  violation  in  New  York 
City  for  operating  a  bus  (carrying  commuters  through  the  city)  without  proper  in- 
spection or  proper  operating  authority. 

•  August  8,  1989—  Campbell  explains  to  a  hearing  judge  that  his  is  a  private  bus, 
used  for  carrying  his  gospel  singing  group,  "The  Sensational  Golden  Sons."  He  is 
told  by  the  judge  that,  if  he  is  to  use  it  for  commercial  work,  he  should  secure  his 
own  commercial  operating  authority.  He  is  fined  $100. 

•  August  31,  1989 — Robert  Campbell  applies  for  ICC  permanent  interstate  oper- 
ating authority. 

•  September  1989 — Campbell  is  again  ticketed  for  failure  to  display  inspection 
and  operating  certificate. 

•  October  1989 — Because  bus  is  "chartered"  by  Campbell  to  an  authority  holder, 
authority  charge  is  dropped;  Campbell  is  fined  $250  for  the  lack  of  inspection.  Fine 
is  never  paid.  Need  for  inspection  isn't  pursued  by  NYS. 

•  September  1989 — ICC  enters  Sensational  Golden  Sons  (SGS)  application  on  the 
docket,  MC-222922,  and  turns  to  Federal  Highway  Administration  (FHWA)  census 
of  motor  carriers  for  a  routine  check  of  the  applicant's  USDOT  Safety  Rating.  There 
is  no  record  of  SGS  in  FHWA  data  base.  USDOT  is  not  notified  by  ICC  of  the  absent 
carrier,  despite  the  fact  that  Campbell's  application  for  authority  states  that  he  has 
been  driver,  owner/operator  of  a  passenger  transportation  business  for  two  years 
prior  to  the  application.  As  a  result,  no  FHWA  safety  inspection  was  ever  done  on 
Sensational  Golden  Sons  Bus  Service. 

•  November  1989 — ICC  grants  permanent  interstate  authority  to  SGS.  FHWA 
makes  no  note  of  ICC  grant  and  does  not  enter  SGS  on  its  own  census  of  carriers, 
assuming — incorrectly — that  the  carrier  had  already  been  entered  on  the  census 
when  it  was  granted  temporary  or  emergency  temporary  authority  (steps  which 
Campbell  skipped).  In  the  NTSB  hearing,  FHWA  testifies  that^-had  ICC  forced  the 
addition  of  SGS  to  the  census  at  the  time  of  certification — there  would  have  been 
only  a  43-percent  probability  of  the  company's  inspection  by  USDOT.  Further,  had 
a  USDOT  inspection  taken  place,  FHWA  said  there  would  have  been  no  mandate 
to  actually  inspect  vehicles;  USDOT's  "safety  rating"  is  a  paperwork  and  records 
check.  Result:  the  coach  was  never  inspected. 
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•  September  1989  through  April  1992 — SGS  Bus  Company  is  cited  numerous 
times  and  then  suspended  from  operating  in  New  York  State  for  failing  to  file  time- 
ly reports  about  drivers  in  their  employ  with  the  New  York  State  Bus  Driver  Certifi- 
cation Unit  (called  the  "19-A"  office).  Suspensions  are  lifted  when  routine  forms  are 
filed.  Campbell  never  lists  himself  as  a  driver  of  his  own  vehicles. 

•  July  24,  1992 — Robert  Campbell  enters  a  garage  in  Jersey  City  where  his  1972 
MCI  bus  had  been  housed  for  a  week,  awaiting  repairs.  He  says  he  needs  the  bus 
that  weekend.  The  garage  owner  explains  that  the  bus  needs  major  brake  repairs 
and  was  not  safe  for  the  road.  Campbell  says  he  will  bring  the  bus  back  the  follow- 
ing week. 

•  July  26,  1992 — Robert  and  Mrs.  Campbell  pick  up  adults  and  children  who 
have  been  sold  a  package  which  includes  transportation  and  tickets  to  New  Jersey's 
Action  Park  amusement  center. 

•  11  a.m.  July  26,  1992 — Using  a  popular  route  between  New  York  and  Action 
Park,  Campbell  loses  control  on  New  Jersey  County  Route  515  near  Vernon.  The 
road  was  the  site  of  64  accidents  in  1991  and  21  to  that  date  in  1992,  causing  the 
death  of  a  tank  truck  driver  just  12  days  before.  Because  of  its  13-percent  grade 
(16-percent  in  some  places),  and  its  history,  the  road  is  prohibited  to  vehicles  over 
4  tons.  It  is,  however,  marked  poorly  and  seldom  patrolled. 


APPENDIX  B 

A  BILL 

To  amend  the  Department  of  Transportation  Act  and  the  Motor  Carrier  Act  by 
requiring  the  development  of  rules  for  safety  management  programs  by  operators 
of  commercial  motor  vehicles,  so  as  to  improve  safety  in  the  transportation  of  goods 
and  people. 

SEC.  1.  SHORT  TITLE 

This  Title  may  be  cited  as  the  "Highway  Safety  Improvement  Act  of  1993." 

SEC.  2.  SAFETY  MANAGEMENT  PROGRAMS 

The  Department  of  Transportation  Act.  Section  3102  of  Title  49,  United  States 
Code,  is  amended  by  adding  the  following  new  subparagraph  (e): 

(e)  The  Secretary  shall  adopt  rules  requiring  operators  of  commercial  motor 
vehicles,  as  defined  in  49  U.S.C.  Appx.  2301,  to  establish  and  maintain  safety 
management  programs  designed  to  achieve  compliance  with  the  Secretary's 
Federal  Motor  Carrier  Safety  Regulations  and  to  achieve  a  safe  workplace  for 
transportation  employees  and  safe  highways  for  the  public. 

(1)  Safety  management  programs  as  required  shall  include  provisions 
adopted  in  consultation  with  the  Secretary  of  Labor  in  order  that  employees 
will  be  trained  to  safely  carry  out  their  assigned  duties. 

(2)  The  regulations  adopted  under  this  subparagraph  need  not  be  sub- 
jected to  the  costybenefit  analysis  otherwise  required  by  subparagraph  (d). 
However,  the  Secretary  may  consider  in  adopting  these  regulations  such 
matters  as  the  number  of  employees,  the  geographic  extent  of  the  carrier's 
operations,  the  relative  degree  of  hazard  involved  in  particular  occupations 
and  other  appropriate  considerations,  provided  that  all  employers  shall 
have  safety  management  programs  appropriate  to  their  operations. 

SEC.  3.  SAFETY  IN  LICENSING  MOTOR  COMMON  CARRIERS  OF  PROPERTY 

Subparagraph  1  of  Section  10922(b)  of  Title  49,  United  States  Code,  is  amended 
to  read  as  follows: 

(C)  on  the  basis  of  evidence  presented  by  the  applicant,  that  the  applicant 

g assesses  the  ability  and  willingness  to  comply  with  the  Federal  Motor  Carrier 
afety  Regulations  (49  CFR  Chapter  III,  Subchapter  B)  and,  to  the  extent  appli- 
cable, the  Hazardous  Materials  Regulations  (49  CFR  Chapter  I,  Subchapter  C), 
as  promulgated  by  the  Secretary  of  Transportation.  Evidence  shall  be  required 
that  the  applicant  has  a  safety  management  program  as  required  by  the  Sec- 
retary of  Transportation. 

SEC.  4.  SAFETY  IN  LICENSING  MOTOR  COMMON  CARRIERS  OF  PASSENGERS 

(1)  Subparagraphs  10922(c)  (1)  and  (2)  of  Title  49,  United  States  Code,  are 
amended  by  striking  the  phrase  'i-his  subtitle  and  regulations  of  the  Commission" 
wherever  it  appears  and  substituting  in  its  place  the  phrase  "this  subtitle,  regula- 
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tions  of  the  Commission,  the  Federal  Motor  Carrier  Safety  Regulations  (49  CFR 
Chapter  III,  Subchapter  B)  and,  to  the  extent  applicable,  the  Hazardous  Materials 
Regulations  (49  CFR  Chapter  I,  Subchapter  C)." 
(2)  Subparagraph  10922(cX6)  is  amended  to  read  as  follows: 

The  requirement  that  persons  issued  certificates  under  this  section  be  fit, 
willing  and  able  means  safety  fitness,  proof  of  minimum  financial  responsibility 
under  section  18  of  the  Bus  Regulatory  Reform  Act  of  1982,  and  a  finding  by 
the  Commission,  on  the  basis  of  evidence  submitted  by  the  applicant,  that  such 
person  will  comply  with  this  subtitle,  regulations  of  the  Commission,  the  Fed- 
eral Motor  Carrier  Safety  Regulations  (49  CFR  Chapter  III,  Subchapter  B)  and, 
to  the  extent  applicable,  the  Hazardous  Materials  Regulations  (49  CFR  Chapter 
I,  Subchapter  C),  as  promulgated  by  the  Secretary  of  Transportation.  Evidence 
shall  be  submitted  that  the  applicant  has  a  safety  management  program  as  re- 
quired by  the  Secretary  of  Transportation. 

SEC.  6.  SAFETY  IN  MOTOR  CONTRACT  CARRIER  LICENSING 

Clause  1  of  Section  10923(a)  of  Title  49,  United  States  Code,  is  amended  by  add- 
ing a  new  subsection  (C)  as  follows: 

(C)  in  the  case  of  motor  contract  carriers,  to  comply  with  the  Federal  Motor 
Carrier  Safety  Regulations  and,  to  the  extent  applicable,  the  Hazardous  Mate- 
rials Regulations,  as  promulgated  by  the  Secretary  of  Transportation.  Evidence 
shall  be  required  that  the  applicant  has  a  safety  management  program  as  re- 
quired by  the  Secretary  of  Transportation. 


THE  NEED  FOR  THE  HIGHWAY  SAFETY  IMPROVEMENT  BILL 

In  1991,  medium  and  heavy  duty  trucks,  which  account  for  only  3.7  percent  of 
the  total  vehicle  registrations  in  the  U.S.,  were  involved  in  4,600  fatal  accidents — 
8  percent  of  the  total  fatal  vehicle  accidents  in  that  year!  Those  4,600  fatal  accidents 
were  included  in  a  total  of  740,000  accidents  in  that  year  involving  medium  and 
heavy  duty  trucks.1  Trucking  accidents  represented  3.8  percent  of  all  accidents,  in 
comparison  to  3.7  percent  of  vehicle  registrations.  In  view  of  the  high  annual  mile- 
age accumulated  by  commercial  trucks,  it  is  obvious  that  on  a  per-mile  basis,  trucks 
have  fewer  accidents  that  automobiles.  The  commercial  driver's  license  program  has 
ensured  that  drivers  are  qualified  and  are  less  likely  to  have  accidents  than  the  av- 
erage driver.  However,  when  truck  or  bus  accidents  happen,  the  consequences  are 
much  more  likely  to  be  severe.  The  danger  is  also  enhanced  by  the  fact  that  trucks 
often  are  transporting  hazardous  materials.  While  truck  accident  rates  have  been 
declining  at  about  the  same  rate  as  accident  rates  for  all  types  of  vehicles,  it  is  clear 
that,  in  view  of  the  serious  consequences  of  truck  accidents,  more  can  and  should 
be  done  to  make  our  highways  safe  for  the  public. 

While  most  of  the  commercial  vehicle  accidents  involve  trucks,  the  safety  of  bus 
transportation  also  demands  attention.  A  hearing  scheduled  by  the  National  Trans- 
portation Safety  Board  in  Secaucus,  NJ,  in  October  focused  upon  state  and  national 
regulations  concerning  the  certification  and  inspection  requirements  of  charter  bus 
companies.  This  investigation  grew  out  of  an  accident  at  Vernon,  NJ  on  July  26, 
1992.  A  1972  MCI  charter  bus  was  transporting  49  passengers  from  Brooklyn  to  an 
amusement  park.  The  driver  lost  control  of  the  bus  as  it  was  descending  a  grade. 
It  struck  a  car,  overturned,  struck  a  second  car  and  then  caught  fire  before  coming 
to  rest.  Six  bus  passengers  were  killed,  and  all  other  occupants  received  minor  to 
critical  injuries.  The  Safety  Board's  investigation  found  that  all  of  the  bus'  brakes 
were  defective.  No  evidence  was  discovered  to  indicate  that  the  bus  had  ever  re- 
ceived a  state  motor  vehicle  inspection.  A  Safety  Board  Vice  Chairman  Susan  M. 
Coughlin  noted.  This  accident  has  uncovered  what  may  be  a  severe  problem  in  the 
transportation  community:  bus  companies  that  for  one  reason  or  another  slip 
through  the  cracks  and  operate  with  little  or  no  regulatory  supervision." 

The  aim  of  the  Highway  Safety  improvement  Act  is  to  require  companies  that  use 
the  highways  for  commercial  purposes  to  devote  management  effort  and  planning 
to  highway  safety,  just  as  they  focus  management  plans  upon  other  aspects  of  their 
operations. 

Respected  academic  studies  have  shown  that  there  is  a  positive  link  between  man- 
agement policies  and  motor  carrier  safety.  One  study  by  Professors  Thomas  M.  Corsi 
and  Philip  Fanara,  Jr.  demonstrated  that  motor  carrier  managers  can  have  a  direct 
impact  on  their  accident  rate.  Certain  carrier  policies  will  have  accident  reducing 
impacts,  while  others  can  be  accident-enhancing.  This  study  focused  upon  manage- 


1  National  Safety  Council,  Accident  Facte,  1992. 
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ment  policies  which  result  in  a  high  driver  turnover  as  well  as  policies  which  fail 
to  require  compliance  with  the  hours  of  service  regulations.  A  strong  statistical  cor- 
relation was  found  between  such  policies  and  high  accident  rates.  Another  study 
found  high  accident  rates  among  new  entrants  in  the  motor  carrier  industry,  who 
had  not  developed  the  safety  management  controls  characteristic  of  many  of  the 
more  established  carriers. 

The  study  results  show  that,  one  the  basis  of  approximately  2,000  safety  au- 
dits during  1985  and  1986,  new  entrants  have  significantly  higher  accident 
rates  than  do  established  carriers.  On  average,  the  accident  rate  for  new  en- 
trants is  between  27  percent  and  33  percent  higher  than  is  the  accident  rate 
for  the  established  carriers.  *  *  *  The  new  entrants  also  have  significantly 
worse  compliance  records  than  the  established  carriers.  The  new  entrants  com- 
plied significantly  less  than  the  established  carriers  with  regulations  covering 
driver  qualifications,  accident  reporting  requirements,  hours-of-service  regula- 
tions, and  vehicle  inspection  and  repair  regulations.3 
Current  federal  motor  carrier  safety  regulations  acknowledge  the  importance  of 
safety  management  controls,  but  fail  to  require  them.  The  regulations  establishing 
the  program  by  which  the  Federal  Highway  Administration  assigns  safety  fitness 
ratings  to  carriers  define  the  term  "safety  management  controls"  at  49  CFR  385.3: 
Safety  management  controls  means  the  systems,  policies,  programs,  practices 
and  procedures  used  by  a  motor  carrier  to  ensure  compliance  with  applicable 
safety  and  hazardous  materials  regulations  which  ensure  the  safe  movement  of 
products  and  passengers  through  the  transportation  system,  and  to  reduce  the 
risk  of  highway  accidents  and  hazardous  materials  incidents  resulting  in  fatali- 
ties, injuries,  and  property  damage. 
The  regulation  proceeds  to  list  seven  factors  that  are  to  be  taken  into  account  in 
determining  a  safety  fitness  rating  for  a  carrier,  and  the  adequacy  of  safety  manage- 
ment controls  is  listed  first — giving  the  implication  that  it  is  of  primary  importance. 
In  discussing  this  factor,  the  regulation  states: 

(a)  Adequacy  of  safety  management  controls.  The  adequacy  of  controls  may 
be  questioned  if  their  degree  of  formalization,  automation,  etc.  is  found  to  be 
substantially  below  the  norm  for  similar  carriers.  Violations,  accidents  or  inci- 
dents substantially  above  the  norm  for  similar  carriers  will  be  strong  evidence 
that  management  controls  are  either  inadequate  or  not  functioning  properly. 
In  fact,  the  safety  rating  assigned  to  any  carrier  is  based  upon  the  answers  to 
75  questions  completed  in  the  safety  review  process,  together  with  a  carrier's  acci- 
dent record.  Each  of  the  75  questions  is  assigned  a  particular  degree  of  weight  in 
the  process.  The  irony  is  that  while  many  of  the  questions  ask  about  the  carriers 
safety  management  controls,  the  presence  or  absence  of  such  controls  carries  vir- 
tually no  weight  in  the  ranking.  Safety  management  controls  are  given  a  weighting 
factor  of  either  0  or  1  on  a  scale  of  0  to  10. 

Thus  the  reality  is  that  while  Federal  Highway  Administration  acknowledges  the 
importance  of  safety  management  controls,  its  safety  fitness  ratings  assign  virtually 
no  importance  to  the  subject.  It  may  well  be  that  the  reason  for  this  anomaly  is  that 
the  DOT  regulations  do  not  require  a  carrier  to  have  a  safety  management  program. 
FHWA  apparently  decided  to  penalize  only  a  failure  to  conform  with  specific  high- 
way safety  regulations. 

If  safety  management  programs  are  important  in  fleet  operation — as  indeed  they 
are — then  the  regulations  should  explicitly  require  such  programs.  The  purpose  of 
the  Highway  Safety  Improvement  Act  is  to  require  the  Secretary  of  Transportation 
to  mandate  that  those  who  use  the  highway  for  profit  must  develop  specific  safety 
management  programs.  The  Act  reinforces  this  requirement  by  compelling  the  Inter- 
state Commerce  Commission  to  consider  evidence  concerning  the  existence  of  such 
programs  in  its  carrier  licensing  activities.  This  will  serve  to  force  the  attention  of 
new  entrants  upon  the  need  to  develop  safety  management  programs.  As  previously 
noted,  the  study  by  Professors  Corsi  and  Fanara  disclosed  that  this  is  the  very 
group  of  carriers  most  in  need  of  attention  from  the  standpoint  of  public  safety. 


2Corsi  and  Fanara,  "Driver  Management  Policies  and  Motor  Carrier  Safety,"  24  Logistics  and 
Transportation  Review  153. 

3  Corsi  and  Fanara,  "Effects  of  New  Entrants  on  Motor  Carrier  Safety."  Transportation  Safety 
in  an  Age  of  Deregulation,  (ed.  Moses  and  Savage)  Oxford  University  Press,  New  York,  1989. 
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APPENDIX  C—  INTERSTATE  COMMERCE  COMMISSION  DECISION  NO.  MC-C-30209 — O.K. 
BARNES  TRUCKING  COMPANY,  INC.— INVESTIGATION  AND  CEASE  AND  DESIST  ORDER 
(LUCAMA,  NO— DECIDED:  NOVEMBER  24,  1992 

O.F.  Barnes  Trucking  Company,  Inc.  (Barnes  or  respondent)  holds  common  carrier 
authority  in  No.  MC-171056,  and  contract  carrier  authorities  in  No.  MC-171056 
(Sub-  Nos.  1  and  2),  to  transport  property  within  the  contiguous  United  States.  By 
Memorandum  dated  October  28,  1992,  the  U.S.  Department  of  Transportation 
(DOT),  Federal  Highway  Administration  (FHWA),  requested  the  assistance  of  the 
Commission  in  effecting  safety  compliance  by  Barnes,  whom  it  described  as  an  "his- 
torically unsafe  motor  carrier  and  an  imminent  hazard  to  safety,"  through  the  ini- 
tiation of  a  Commission  proceeding,  the  issuance  of  appropriate  Commission  orders, 
and  the  implementation  of  other  measures.  (Memorandum,  at  1.) 

FHWA  has  supplied  information  and  evidence  to  the  Commission  regarding 
Barnes'  operations  which  demonstrates  the  following: 

(1)  FHWA,  effective  October  21,  1992,  issued  on  "Operations  Out-Of-Service 
Order"  (Order  No.  93-010)  to  Barnes,  under  the  authority  of  49  U.S.C.  §521(bX5Xa) 
and  49  C.F.R.  Part  385,  directing  Barnes  to  cease  operations  immediately  as  an 
interstate  motor  carrier,  for  the  reason  that  Barnes  was  deemed  to  be  an  unfit 
motor  carrier  because  of  continuous  violations  of  motor  carrier  safety  fitness  regula- 
tions, and  that  the  carrier  poses  an  imminent  hazard  to  safety.  The  order  cited  the 
fact  that  Barnes  was  presently  undergoing  its  fifth  FHWA  enforcement  action  in  the 
last  5  years,  and  that  previous  compliance  reviews  of  Barnes'  interstate  operations 
on  November  10,  1987,  March  6,  1989,  April  17,  1990,  and  August  29,  1991,  which 
had  revealed  substantial  violations  of  critical  safety  fitness  regulations,  resulted  in 
enforcement  actions  by  FHWA  and  the  successive  imposition  of  civil  penalties 
against  Barnes  in  amounts  of  $4,500,  $9,500,  $20,500.  and  $26,500. 

(2)  FHWA  subsequently  conducted  a  supplemental  compliance  review  of  Barnes, 
completed  on  August  29,  1991,  which  revealed  additional  safety  violations  and  re- 
sulted in  the  entry  of  a  Consent  Order  with  Barnes,  executed  on  March  24,  1992. 
The  March  1992  Consent  Order  required  that  the  carrier  henceforth  adhere  to  the 
hours-of-service  regulations,  prohibited  use  of  disqualified  drivers,  required  Barnes 
to  cease  the  falsification  of  records  of  driver-duty  status,  and  ordered  Barnes  to  ac^ 
complish  its  records-posting  in  a  proper  manner. 

(3)  FHWA  proceeded  to  conduct  another  compliance  review  of  Barnes  concluded 
on  October  2,  1992.  This  most  recent  review  revealed  that  Barnes  had  failed  sub- 
stantially to  comply  with  any  portion  of  the  March  1992  Consent  Order.  FHWA  is- 
sued its  "Out-Of-Service"  Order  as  a  result,  and  also  notified  Barnes  that  additional 
civil  penalties  would  be  assessed  for  the  latest  violations  revealed. 

(4)  A  second  Consent  Order,  signed  October  23,  1992,  was  entered  between 
Barnes  and  FHWA  regarding  the  previously  issued  Out-Of-Service  Order.  A  copy  of 
this  second  Consent  Order  has  been  furnished  to  the  Commission  by  FHWA.  In  this 
Consent  Order,  Barnes  has  undertaken  immediately  to  implement  ten  specified  re- 
medial measures  and  to  adhere  strictly  to  improved  company  policies  and  proce- 
dures, as  a  means  of  correcting  existing  deficiencies  in  its  motor  carrier  operations 
involving  motor  carrier  safety  fitness.  The  agreement  entered  into  by  Barnes  was 
to  remain  binding  and  in  effect  without  modification  for  a  period  of  1  year.  For  its 

Sart,  FHWA  agreed  to  conditionally  rescind  the  pending  Operations  Out-Of-Service 
rder  against  the  carrier,  based  upon  the  terms  of  the  October  23,  1992  Consent 
Order. 

Based  upon  these  circumstances  and  the  request  from  FHWA  that  this  Commis- 
sion initiate  a  proceeding  for  issuance  of  a  "show  cause  order"  against  the  carrier, 
Barnes,  as  a  means  of  enforcing  the  October  23,  1992  Consent  Order  entered 
against  Barnes  by  FHWA,  and  in  consideration  of  statements  by  FHWA  that  Barnes 
is  historically  an  unsafe  motor  carrier  and  has  been  judged  by  FHWA  to  be  an  im- 
minent hazard  to  public  safety,  this  Commission  believes  that  action  on  its  part,  in 
cooperation  with  FHWA,  to  obtain  effective  safety  fitness  compliance  on  the  part  of 
Barnes  is  fully  warranted.  Accordingly,  an  investigative  proceeding  will  be  insti- 
tuted under  49  U.S.C.  §§11701,  10925  and  10321,  in  implementation  of  the  provi- 
sions of  49  U.S.C.  app.  §2512  (1992)  and  49  C.F.R.  §  1067.2(b),  with  a  view  toward 
the  issuance  of  a  decision  compelling  Barnes'  compliance  with  pertinent  statutory 
requirements  of  the  Commission  and  DOT.  Barnes  will  be  ordered  to  show  cause 
why  a  further  decision  of  the  Commission  should  not  be  issued  requiring  it  to  com- 

f»ly  with  applicable  statutory  provisions  and  regulations,  and  to  cease  and  desist 
rom  violations  of  the  same. 
It  is  ordered: 

1.  An  investigation  is  instituted  under  49  U.S.C.  §§11701,  10924,  and  10321  to 
determine  whether  O.F.  Barnes  Trucking  Company,  Inc.  is  conducting  operations  in 
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violation  of  statutory  and  administrative  requirements  regarding  safe  motor  carrier 
operations  authorized  pursuant  to  49  U.S.C.  §§501  et  seq.  and  49  U.S.C.  §§3101 
et  seq.,  and  contained  in  49  C.F.R.  Part  390.  An  affirmative  finding  will  result  in 
the  issuance  of  an  appropriate  decision,  and  may  result  in  the  entry  of  a  cease  and 
desist  order  against  Barnes. 

2.  O.F.  Barnes  Trucking  Company,  Inc.,  4550  US.  301  Highway  South,  Lucama, 
NC  27851,  is  named  as  respondent  in  this  proceeding.  A  copy  of  this  decision  shall 
be  served  upon  the  respondent. 

3.  Respondent  will  be  afforded  an  opportunity  to  be  formally  heard  on  the  issues 
in  this  proceeding  in  accordance  with  the  provisions  of  49  U.S.C.  §  11701(a).  Within 
30  days  of  the  service  date  of  this  decision,  respondent  shall  file  with  the  Commis- 
sion its  answer  in  which  it  shall  show  cause  why  a  cease  and  desist  order  shall  not 
be  entered  requiring  respondent  to  maintain  compliance  with  the  above-cited  statu- 
tory provisions  and  DOT  motor  carrier  safety  fitness  regulations. 

4.  If  respondent  does  not  file  its  answer  within  the  specified  time  period,  it  will 
be  deemed  to  be  in  default  and  to  have  waived  any  further  proceedings,  and  the 
Commission  may  issue  an  order,  requiring  respondent  to  cease  and  desist  from  vio- 
latingDOTs  Motor  Carrier  Safety  Regulations. 

5.  The  Office  of  Compliance  and  Consumer  Assistance  is  authorized  and  directed 
to  participate  as  a  party  in  this  proceeding. 

6.  The  U.S.  Department  of  Transportation  is  invited  to  intervene  as  a  party  to 
this  proceeding.  Copies  of  this  decision  shall  be  served  upon  DOT  and  FHWA. 

By  the  Commission,  Chairman  Philbin,  Vice  Chairman  McDonald,  Commissioners 
Simmons  and  Phillips. 

Sidney  L.  Strickland,  Jr., 

Secretary. 
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